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STATE OF MINNESOTA

EIGHTY-EIGHTH SESSION— 2013

THIRTY-EIGHTH DAY

SAINT PAUL, MINNESOTA, THURSDAY, APRIL 18,2013
The House of Representatives convenef:@® a.m. and was called to order by Paul Thissen, Speaker of the
House.
Prayer was offered by the Reverend Matt Anderson, Calvary Lutheran Church, Golden Valley, Minnesota.
The members of the House gave the pledge of allegiance to the flag of thé Steites of America.

The roll was called and the following members were present:

Abeler Dehn, R. Hausman Liebling Nelson Schomacker
Albright Dettmer Hertaus Lien Newberger Scott

Allen Dorholt Hilstrom Lillie Newton Selcer
Anderson, M. Drazkowski Holberg Loeffler Nornes Simon
Anderson, P. Erhardt Hoppe Lohmer Norton Simonson
Anderson, S. Erickson, R. Hornstein Loon O'Driscoll Slocum
Anzelc Erickson, S. Hortman Mack O'Neill Sundin
Atkins Fabian Howe Mahoney Paymar Swedzinski
Barrett Falk Huntley Mariani Pelowski Torkelson
Beard Faust Isaacson Marquart Peppin Uglem
Benson, J. Fischer Johnson, B. Masin Persell Urdahl
Benson, M. FitzSimmons Johnson, C. McDonald Petersburg Wagenius
Bernardy Franson Johnson, S. McNamar Poppe Ward, J.A.
Bly Freiberg Kahn McNamara Pugh Ward, J.E.
Brynaert Fritz Kelly Melin Quam Wills
Carlson Green Kieffer Metsa Radinovich Winkler
Clark Gruenhagen Kiel Moran Rosenthal Woodard
Cornish Gunther Kresha Morgan Runbeck Yarusso
Daudt Hackbarth Laine Mullery Sanders Zellers
Davids Halverson Leidiger Murphy, E. Savick Zerwas
Davnie Hamilton Lenczewski Murphy, M. Sawatzky Spk. Thissen
Dean, M. Hansen Lesch Myhra Schoen

A quorum was present.

Dill, Garofalo and Theisvere excused.

The Chief Clerk proceeded to read ffmairnal of the preceding day. There being no objection, further reading of

the Journal was dispensed with and the Journal was approved as corrected by the Chief Clerk.
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REPORTS OF CHIEF CLERK

S.F.No.541 and HF. No. 746, which had been referredttee Chief Clerk for comparison, were examined and
found to be identical with certain exceptions.

SUSPENSION OF RULES

Atkins moved that the rules be so far suspended thatNb. 541 be substituted for HE. No. 746 and that the
House File be indefindly postponed. The motion prevailed.

S.F.No. 769 and HF.No. 1051, which had been referred to the Chief Clerk for comparison, were examined
and found to be identical with certain exceptions.

SUSPENSION OF RULES

Rosenthal moved that the rulesdmefar suspended that 5.No. 769 be substituted for Hr. No. 1051 and that
the House File be indefinitely postponed. The motion prevailed.

REPORTS OF STANDING COMMITTEES AND DIVISIONS

Lenczewski from the Committee on Taxes to which was referred:

H. F.No. 677, A bill for an act relating to taxation; providing for tax law modernization and reform; establishing
a property tax rebate; reducing state business property tax; establishing a fourth tier income tax; lowering the sales
tax rate and broademg the tax base; lowering the corporate franchise tax rate and simplifying the tax by eliminating
certain tax preferences; providing for local government aid and county program aid; appropriating money; amending
Minnesota Statutes 2012, sections 256.96&8division 3; 270C.03, subdivision 1; 270C.33, subdivision 6;
275.025, subdivisions 1, 4; 289A.08, subdivision 3; 289A.56, subdivision 4; 289A.60, by adding a subdivision;
290.01, subdivisions 7, 19b, 19c, 19d; 290.06, subdivisions 1, 2c, 2d, 22, by addimbdivision; 290.0921,
subdivision 3; 290.095, subdivision 2; 290.17, subdivisions 1, 4; 290.191, subdivision 5; 290.21, subdivision 4;
290A.03, subdivision 13; 297A.61, subdivisions 3, 4, 10, 17a, 25, 27, 31, 38, 45, by adding subdivisions; 297A.62,
subdivisions 1, 1la; 297A.64, subdivision 1; 297A.65; 297A.66, by adding a subdivision; 297A.67, subdivisions 7, 8;
297A.68, subdivisions 2, 5; 297A.70, subdivisions 5, 13, 14; 297A.75, subdivisions 1, 2, 3; 297A.815, subdivision
3; 297F.05, subdivisions B, 4; 297F.25, subdivision 1; 298.01, subdivision 3b; 477A.011, subdivisions 34, 36, by
adding subdivisions; 477A.013, subdivisions 8, 9; 477A.03, subdivisions 2a, 2b; proposing coding for new law in
Minnesota Statutes, chapters 270C; 297A; repealing MotaeStatutes 2012, sections 289A.40, subdivision 6;
290.01, subdivision 6b; 290.0921, subdivision 7; 297A.68, subdivisions 9, 10, 11, 22, 35; 297A.70, subdivisions 10,
11, 12; 297A.96; 477A.011, subdivisions 2a, 27, 29, 31, 32, 33, 39, 40, 41, 42; 4ZZAdbdivision 1;
477A.013, subdivisions 11, 12; 477A.0133; 477A.0134; Minnesota Rules, part 8130.0500, subpart 2.

Reported the same back with the following amendments:
Delete everything after the enacting clause and insert:

"ARTICLE 1
ONE-TIME PROVISIONS

Section 1 Minnesota Statutes 2012, section 16A.152, subdivision 2, is amended to read:
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Subd.2. Additional revenues; priority. (a) If on the basis of a forecast of general fund revenues and
expenditures, the commissioner of management and budtmtmines that there will be a positive unrestricted
budgetary general fund balance at the close of the biennium, the commissioner of management and budget must
allocate money to the following accounts and purposes in priority order:

(1) the cash flow aaunt established in subdivision 1 until that account reaches $350,000,000;
(2) the budget reserve account established in subdivision 1a until that account reaches $653,000,000;
(3) the amount necessary to increase the aid payment schedule for schiotlaiilst and credits payments in
section 127A.45 to not more than 90 percent rounded to the nearest tenth of a percent without exceeding the amount

available and with any remaining funds deposited in the budget reserve;

(4) the amount necessary to rest@ll or a portion of the net aid reductions under section 127A.441 and to
reduce the property tax revenue recognition shift under section 123B.75, subdivision 5, by the same amount;

(5) to reduce the rate of the surcharge in section 290.06, subdigiofor taxable years beginning after
December 31, 2013, and before January 1, 2015, to not less than zero with the rate rounded to the nearest tenth of a
percent, without exceeding the amount available, and with any remaining funds deposited in theebadgsnd

£5) (6) to the state airports fund, the amount necessary to restore the amount transferred from the state airports
fund under Laws 2008, chapter 363, article 11, section 3, subdivision 5.

(b) The amounts necessary to meet the requiremétiisssection are appropriated from the general fund within
two weeks after the forecast is released or, in the case of transfers under paragraph (a), clauses (3) and (4), as
necessary to meet the appropriations schedules otherwise established in statute.

(c) The commissioner of management and budget shall certify the total dollar amount of the reductions under
paragraph (a), clauses (3) and (4), to the commissioner of educatiencommissioner of education shall increase
the aid payment percentage aretuce the property tax shift percentage by these amounts and apply those
reductions to the current fiscal year and thereafter.

(d) The commissioner of management and budget shall certify the total dollar amount available under paragraph
(a), clause (5)to the commissioner of revenuerhe commissioner of revenue shall determine the percentage
reduction in the surcharge rate for taxable years beginning after December 31, 2013, and before January 1, 2015,
and shall reduce the surcharge rate.

Sec.2. Minnesota Statutes 2012, section 123B.75, subdivision 5, is amended to read:

Subd.5. Levy recognition. {a)-Feorfiscal-years 2009-and-2010-inJune-of each-year-the-schooldistrict must
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assumed by

{b) (a) For fiscalyear20tl-and-atgrears2011, 2012, and 201® June of each year, the school district must

recognize as revenue, in the fund for which the leag made, the lesser of:

(1) the sum of May, June, and July school district tax settlement revenue received in that calendar year, plus
general education aid according to section 126C.13, subdivision 4, received in July and August of that calemdar year;

(2) the sum of:

(i) the greater of 48.6 percent of the referendum levy certified according to section 126C.17 in the prior calendar
year, or 31 percent of the referendum levy certified according to section 126C.17 in calendar year 2000; plus

(i) the entire amount of the levy certified in the prior calendar year according to section 124D.4531, 124D.86,
subdivision 4, for school districts receiving revenue under sections 124D.86, subdivision 3, clauses (1), (2), and (3);
126C.41, subdivisions 1, 2, @araph (a), and 3, paragraphs (b), (c), and (d); 126C.43, subdivision 2; and 126C.48,
subdivision 6; plus

(i) 48.6 percent of the amount of the levy certified in the prior calendar year for the school district's general and
community service funds, plus minus auditor's adjustments, that remains after subtracting the referendum levy
certified according to section 126C.17 and the amount recognized according to item (ii).

(b) For fiscal year 2014 and later years, in June of each year, the schodl wissticecognize as revenue, in the
fund for which the levy was made, the lesser of:

(1) the sum of May, June, and July school district tax settlement revenue received in that calendar year, plus
general education aid according to section 126C.13, selmfivi, received in July and August of that calendar year; or

(2) the sum of:

(i) 31 percent of the referendum levy certified according to section 126C.17 in calendar year 2000;

(i) the entire amount of the levy certified in the prior calendar yeeording to section 124D.4531; 124D.86,
subdivision 4, for school districts receiving revenue under sections 124D.86, subdivision 3, clauses (1) to (3);
126C.41, subdivisions 1, 2, paragraph (a), and 3, paragraphs (b), (c), and (d); 126C.43, subdasidi?8C.48,
subdivision 6; and

(iii) zero percent of the amount of the levy certified in the prior calendar year for the school district's general and
community service funds, plus or minus auditor's adjustments, that remains after subtracting theuraféeey
certified according to section 126C.17 and the amount recognized according to item (ii).

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.3. Minnesota Statutes 2012, section 127A.45, subdivision 2, is amended to read:

Subd.2. Definitions. (a) "Other district receipts" means payments by county treasurers pursuant to section
276.10, apportionments from the school endowment fund pursuant to section 127A.33, apportionments by the
county auditor pursuant to section 127A.34, sulsitivi 2, and payments to school districts by the commissioner of
revenue pursuant to chapter 298.



38TH DAY] THURSDAY, APRIL 18,2013 3191

(b) "Cumulative amount guaranteed" means the product of
(1) the cumulative disbursement percentage shown in subdivision 3; times
(2) the sum of

(i) the curent year aid payment percentage of the estimated aid and credit entittements paid according to
subdivision 13; plus

(i) 100 percent of the entitlements paid according to subdivisions 11 and 12; plus

(i) the other district receipts.

(c) "Payment datetheans the date on which state payments to districts are made by the electronic funds transfer
method If a payment date falls on a Saturday, a Sunday, or a weekday which is a legal holiday, the payment shall
be made on the immediately preceding busimiess The commissioner may make payments on dates other than

those listed in subdivision 3, but only for portions of payments from any preceding payment dates which could not
be processed by the electronic funds transfer method due to documented exjermeatinstances.

(d) The current year aid payment percentage egigala-fiscal-year2010-and-70-in-fiscalyear2011,-an80
in fiscal year20122014and later.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.4. Minnesota Statutes 2@, section 290.01, subdivision 19a, is amended to read:

Subd.19a Additions to federal taxable income For individuals, estates, and trusts, there shall be added to
federal taxable income:

(2)(i) interest income on obligations of any state other Mamesota or a political or governmental subdivision,
municipality, or governmental agency or instrumentality of any state other than Minnesota exempt from federal
income taxes under the Internal Revenue Code or any other federal statute; and

(i) exemptinterest dividends as defined in section 852(b)(5) of the Internal Revenue Code, except:
(A) the portion of the exemyiterest dividends exempt from state taxation under the laws of the United States; and

(B) the portion of the exemyterest dvidends derived from interest income on obligations of the state of
Minnesota or its political or governmental subdivisions, municipalities, governmental agencies or instrumentalities,
but only if the portion of the exemyptterest dividends from such Mimsota sources paid to all shareholders
represents 95 percent or more of the exeimgtrest dividends, including any dividends exempt under subitem (A),
that are paid by the regulated investment company as defined in section 851(a) of the Internal Redenoethe
fund of the regulated investment company as defined in section 851(g) of the Internal Revenue Code, making the
payment; and

(iii) for the purposes of items (i) and (ii), interest on obligations of an Indian tribal government described in
secton 7871(c) of the Internal Revenue Code shall be treated as interest income on obligations of the state in which
the tribe is located;

(2) the amount of income, sales and use, motor vehicle sales, or excise taxes paid or accrued within the taxable
year wnder this chapter and the amount of taxes based on net income paid, sales and use, motor vehicle sales, or
excise taxes paid to any other state or to any province or territory of Canada, to the extent allowed as a deduction
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under section 63(d) of the Intexl Revenue Code, but the addition may not be more than the amount by which the
itemized deductions as allowed under section 63(d) of the Internal Revenue Code exceeds the amount of the
standard deduction as defined in section 63(c) of the Internal Re@oudes disregarding the amounts allowed

under sections 63(c)(1)(C) and 63(c)(1)(E) of the Internal Revenue Code, minus any addition that would have been
required under clause (21) if the taxpayer had claimed the standard ded&ctighe purpose of thigaragraph, the
disallowance of itemized deductions under section 68 of the Internal Revenue Code of 1986, income, sales and use,
motor vehicle sales, or excise taxes are the last itemized deductions disallowed;

(3) the capital gain amount of a lurspmdistribution to which the special tax under section 1122(h)(3)(B)(ii) of
the Tax Reform Act of 1986, Public Law-84d4, applies;

(4) the amount of income taxes paid or accrued within the taxable year under this chapter and taxes based on net
income paid @ any other state or any province or territory of Canada, to the extent allowed as a deduction in
determining federal adjusted gross incorf@r the purpose of this paragraph, income taxes do not include the taxes
imposed by sections 290.0922, subdivislomparagraph (b), 290.9727, 290.9728, and 290.9729;

(5) the amount of expense, interest, or taxes disallowed pursuant to section 290.10 other than expenses or interest
used in computing net interest income for the subtraction allowed under subdivisjaial&e (1);

(6) the amount of a partner's pro rata share of net income which does not flow through to the partner because the
partnership elected to pay the tax on the income under section 6242 (a)(2) of the Internal Revenue Code;

(7) 80 percent of theepreciation deduction allowed under section 168(k) of the Internal Revenue Eode
purposes of this clause, if the taxpayer has an activity that in the taxable year generates a deduction for depreciation
under section 168(k) and the activity generatdgss for the taxable year that the taxpayer is not allowed to claim
for the taxable year, "the depreciation allowed under section 168(k)" for the taxable year is limited to excess of the
depreciation claimed by the activity under section 168(k) oveatheunt of the loss from the activity that is not
allowed in the taxable yeatn succeeding taxable years when the losses not allowed in the taxable year are allowed,
the depreciation under section 168(k) is allowed;

(8) for taxable years beginning beéoJanuary 1, 20180 percent of the amount by which the deduction allowed
by section 179 of the Internal Revenue Code exceeds the deduction allowable by section 179 of the Internal
Revenue Code of 1986, as amended through December 31, 2003;

(9) to the atent deducted in computing federal taxable income, the amount of the deduction allowable under
section 199 of the Internal Revenue Code;

(10) for taxable years beginning before January 1, 2013, the exclusion allowed under section 139A of the
InternalRevenue Code for federal subsidies for prescription drug plans;

(11) the amount of expenses disallowed under section 290.10, subdivision 2;

(12) for taxable years beginning before January 1, 2010, the amount deducted for qualified tuition and related
expenses under section 222 of the Internal Revenue Code, to the extent deducted from gross income;

(13) for taxable years beginning before January 1, 2010, the amount deducted for certain expenses of elementary
and secondary school teachers under sectiam)@)(D) of the Internal Revenue Code, to the extent deducted from
gross income;

(14) the additional standard deduction for property taxes payable that is allowable under section 63(c)(1)(C) of
the Internal Revenue Code;
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(15) the additional standard dedioa for qualified motor vehicle sales taxes allowable under section 63(c)(1)(E)
of the Internal Revenue Code;

(16) discharge of indebtedness income resulting from reacquisition of business indebtedness and deferred under
section 108(i) of the Internal Renue Code;

(17) the amount of unemployment compensation exempt from tax under section 85(c) of the Internal Revenue Code;

(18) changes to federal taxable income attributable to a net operating loss that the taxpayer elected to carry back
for more thanwo years for federal purposes but for which the losses can be carried back for only two years under
section 290.095, subdivision 11, paragraph (c);

(19) to the extent included in the computation of federal taxable income in taxable years beginning after
December 31, 2010, the amount of disallowed itemized deductions, but the amount of disallowed itemized
deductions plus the addition required under clause (2) may not be more than the amount by which the itemized
deductions as allowed under section 63(d)tted Internal Revenue Code exceeds the amount of the standard
deduction as defined in section 63(c) of the Internal Revenue Code, disregarding the amounts allowed under sections
63(c)(1)(C) and 63(c)(1)(E) of the Internal Revenue Code, and reduced by ditigrathat would have been
required under clause (21) if the taxpayer had claimed the standard deduction:

(i) the amount of disallowed itemized deductions is equal to the lesser of:

(A) three percent of the excess of the taxpayer's federal adjustsdrgrosie over the applicable amount; or

(B) 80 percent of the amount of the itemized deductions otherwise allowable to the taxpayer under the Internal
Revenue Code for the taxable year;

(i) the term "applicable amount" means $100,000, or $50,000 ircdke of a married individual filing a
separate returnEach dollar amount shall be increased by an amount equal to:

(A) such dollar amount, multiplied by

(B) the cosbf-living adjustment determined under section 1(f)(3) of the Internal Revenue Cdiole datendar year in
which the taxable year begins, by substituting "calendar year 1990" for "calendar year 1992" in subparagraph;(B) thereof

(iii) the term "itemized deductions" does not include:

(A) the deduction for medical expenses under secti@wo2the Internal Revenue Code;

(B) any deduction for investment interest as defined in section 163(d) of the Internal Revenue Code; and

(C) the deduction under section 165(a) of the Internal Revenue Code for casualty or theft losses described in
paragrah (2) or (3) of section 165(c) of the Internal Revenue Code or for losses described in section 165(d) of the

Internal Revenue Code;

(20) to the extent included in federal taxable income in taxable years beginning after December 31, 2010, the
amount of déallowed personal exemptions for taxpayers with federal adjusted gross income over the threshold amount:

(i) the disallowed personal exemption amount is equal to the dollar amount of the personal exemptions claimed
by the taxpayer in the computation oflézal taxable income multiplied by the applicable percentage;
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(i) "applicable percentage" means two percentage points for each $2,500 (or fraction thereof) by which the
taxpayer's federal adjusted gross income for the taxable year exceeds the threshntd lanthe case of a married
individual filing a separate return, the preceding sentence shall be applied by substituting "$1,250" for'"$2,500
no event shall the applicable percentage exceed 100 percent;

(i) the term "threshold amount" means:

(A) $150,000 in the case of a joint return or a surviving spouse;

(B) $125,000 in the case of a head of a household;

(C) $100,000 in the case of an individual who is not married and who is not a surviving spouse or head of a
household; and

(D) $75,000n the case of a married individual filing a separate return; and

(iv) the thresholds shall be increased by an amount equal to:

(A) such dollar amount, multiplied by

(B) the costof-living adjustment determined under section 1(f)(3) of the Internal iRev€ode for the calendar
year in which the taxable year begins, by substituting "calendar year 1990" for "calendar year 1992" in subparagraph
(B) thereof; and

(21) to the extent deducted in the computation of federal taxable income, for taxable y&amgdpejter
December 31, 2010, and before January 1, 2013, the difference between the standard deduction allowed under
section 63(c) of the Internal Revenue Code and the standard deduction allowed for 2011 and 2012 under the Internal

Revenue Code as amauithrough December 1, 2010.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.5. Minnesota Statutes 2012, section 290.01, subdivision 19c, is amended to read:

Subd.19c Corporations; additions to federal taxable income For corporations, there shall be added to
federal taxable income:

(1) the amount of any deduction taken for federal income tax purposes for income, excise, or franchise taxes
based on net income or related minimum taxes, includimgdt limited to the tax imposed under section 290.0922,
paid by the corporation to Minnesota, another state, a political subdivision of another state, the District of Columbia,
or any foreign country or possession of the United States;

(2) interest nosubject to federal tax upon obligations dfie United States, its possessions, its agencies, or its
instrumentalities; the state of Minnesota or any other state, any of its political or governmental subdivisions, any of
its municipalities, or any of itgovernmental agencies or instrumentalities; the District of Columbia; or Indian tribal
governments;

(3) exemptinterest dividends received as defined in section 852(b)(5) of the Internal Revenue Code;

(4) the amount of any net operating loss deducti&artdor federal income tax purposes under section 172 or
832(c)(10) of the Internal Revenue Code or operations loss deduction under section 810 of the Internal Revenue Code;
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(5) the amount of any special deductions taken for federal income tax purposesectibns 241 to 247 and
965 of the Internal Revenue Code;

(6) losses from the business of mining, as defined in section 290.05, subdivision 1, clause (a), that are not subject
to Minnesota income tax;

(7) the amount of any capital losses deducteddderal income tax purposes under sections 1211 and 1212 of
the Internal Revenue Code;

(8) the exempt foreign trade income of a foreign sales corporation under sections 921(a) and 291 of the Internal
Revenue Code;

(9) the amount of percentage depletiedutted under sections 611 through 614 and 291 of the Internal Revenue Code;

(10) for certified pollution control facilities placed in service in a taxable year beginning before December 31,
1986, and for which amortization deductions were elected ued&os 169 of the Internal Revenue Code of 1954,
as amended through December 31, 1985, the amount of the amortization deduction allowed in computing federal
taxable income for those facilities;

(11) the amount of any deemed dividend from a foreign opgratrporation determined pursuant to section
290.17, subdivision 4, paragraph .(gFhe deemed dividend shall be reduced by the amount of the addition to
income required by clauses (20), (21), (22), and (23);

(12) the amount of a partner's pro rata slwdraet income which does not flow through to the partner because
the partnership elected to pay the tax on the income under section 6242(a)(2) of the Internal Revenue Code;

(13) the amount of net income excluded under section 114 of the Internal RScaje

(14) any increase in subpart F income, as defined in section 952(a) of the Internal Revenue Code, for the taxable
year when subpart F income is calculated without regard to the provisions of Division C, title IIl, section 303(b) of
Public Law 116343;

(15) 80 percent of the depreciation deduction allowed under section 168(k)(1)(A) and (k)(4)(A) of the Internal
Revenue Code For purposes of this clause, if the taxpayer has an activity that in the taxable year generates a
deduction for depreciatiomder section 168(k)(1)(A) and (k)(4)(A) and the activity generates a loss for the taxable
year that the taxpayer is not allowed to claim for the taxable year, "the depreciation allowed under section
168(k)(1)(A) and (kK)(4)(A)" for the taxable year is limit to excess of the depreciation claimed by the activity
under section 168(k)(1)(A) and (k)(4)(A) over the amount of the loss from the activity that is not allowed in the
taxable year In succeeding taxable years when the losses not allowed in the tawemleare allowed, the
depreciation under section 168(k)(1)(A) and (k)(4)(A) is allowed;

(16) for taxable years beginning before January 1, 2@03percent of the amount by which the deduction
allowed by section 179 of the Internal Revenue Code exchedietuction allowable by section 179 of the Internal
Revenue Code of 1986, as amended through December 31, 2003;

(17) to the extent deducted in computing federal taxable income, the amount of the deduction allowable under
section 199 of the Intern&evenue Code;

(18) for taxable years beginning before January 1, 2013, the exclusion allowed under section 139A of the
Internal Revenue Code for federal subsidies for prescription drug plans;
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(19) the amount of expenses disallowed under section 290Hdlyisipn 2;

(20) an amount equal to the interest and intangible expenses, losses, and costs paid, accrued, or incurred by any
member of the taxpayer's unitary group to or for the benefit of a corporation that is a member of the taxpayer's
unitary business group that qualifies as a foreign operating corporafi@n purposes of this clause, intangible
expenses and costs include:

(i) expenses, losses, and costs for, or related to, the direct or indirect acquisition, use, maintenance or
managemenpwnership, sale, exchange, or any other disposition of intangible property;

(i) losses incurred, directly or indirectly, from factoring transactions or discounting transactions;
(iii) royalty, patent, technical, and copyright fees;

(iv) licensing feesand

(v) other similar expenses and costs.

For purposes of this clause, "intangible property" includes stocks, bonds, patents, patent applications, trade names,
trademarks, service marks, copyrights, mask works, trade secrets, and similar types ibféraangts.

This clause does not apply to any item of interest or intangible expenses or costs paid, accrued, or incurred, directly
or indirectly, to a foreign operating corporation with respect to such item of income to the extent that the income to
theforeign operating corporation is income from sources without the USiteds as defined in subtitle A, chapter 1,
subchapter N, part 1, of the Internal Revenue Code;

(21) except as already included in the taxpayer's taxable income pursuant to dauaey(ihterest income and
income generated from intangible property received or accrued by a foreign operating corporation that is a member
of the taxpayer's unitary groug-or purposes of this clause, income generated from intangible property includes:

() income related to the direct or indirect acquisition, use, maintenance or management, ownership, sale,
exchange, or any other disposition of intangible property;

(if) income from factoring transactions or discounting transactions;
(iii) royalty, paent, technical, and copyright fees;

(iv) licensing fees; and

(v) other similar income.

For purposes of this clause, "intangible property" includes stocks, bonds, patents, patent applications, trade names,
trademarks, service marks, copyrights, maekks, trade secrets, and similar types of intangible assets.

This clause does not apply to any item of interest or intangible income received or accrued by a foreign operating
corporation with respect to such item of income to the extent that the insan@me from sources without the
United States as defined in subtitle A, chapter 1, subchapter N, part 1, of the Internal Revenue Code;

(22) the dividends attributable to the income of a foreign operating corporation that is a member of the taxpayer's
unitary group in an amount that is equal to the dividends paid deduction of a real estate investment trust under
section 561(a) of the Internal Revenue Code for amounts paid or accrued by the real estate investment trust to the
foreign operating corporation
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(23) the income of a foreign operating corporation that is a member of the taxpayer's unitary group in an amount
that is equal to gains derived from the sale of real or personal property located in the United States;

(24) for taxable years beginning bed¢ January 1, 2010, the additional amount allowed as a deduction for
donation of computer technology and equipment under section 170(e)(6) of the Internal Revenue Code, to the extent

deducted from taxable income; and

(25) discharge of indebtedness incoresulting from reacquisition of business indebtedness and deferred under
section 108(i) of the Internal Revenue Code.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.6. Minnesota Statutes 2012, secti290.06, is amended by adding a subdivision to read:

Subd.2g. Income surcharge (a) In addition to the tax computed under subdivision 2c and section 290.091, for
taxable years beginning after December 31, 2012, and before January 1, 2015, theuwechgrge imposed on
individuals, estates, and trust§he surcharge equals four percent of taxable net income over a threstmld
married individuals filing separately, estates, and trusts, the threshold is $258@0dll other filers, the threstb
is $500,000.

(b) For a nonresident or parear resident, the surcharge must be allocated based on the percentage calculated
under section 290.06, subdivision 2c, paragraph (e).

EFFECTIVE DATE . This section is effective for taxable years beginrifigr December 31, 2012.

Sec.7. Minnesota Statutes 2012, section 297A.68, subdivision 5, is amended to read:

Subd 5. Cap|tal equment (a) Capltal equment is exemﬂh&ta;emust—b&rmpesed—aqd-eeueeted-a&lf the

"Capital equipment” means machinery and equipment purchased or leased, and used in this state by the
purchaser or lessee primarily for manufacturing, fabricating, mirdngefining tangible personal property to be
sold ultimately at retail if the machinery and equipment are essential to the integrated production process of
manufacturing, fabricating, mining, or refiningCapital equipment also includes machinery andiprgent used
primarily to electronically transmit results retrieved by a customer of an online computerized data retrieval system.

(b) Capital equipment includes, but is not limited to:

(1) machinery and equipment used to operate, control, or regulgieothgction equipment;

(2) machinery and equipment used for research and development, design, quality control, and testing activities;

(3) environmental control devices that are used to maintain conditions such as temperature, humidity, light, or air
pressure when those conditions are essential to and are part of the production process;

(4) materials and supplies used to construct and install machinery or equipment;

(5) repair and replacement parts, including accessories, whether purchased as sparepparparts, or as
upgrades or modifications to machinery or equipment;

(6) materials used for foundations that support machinery or equipment;
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(7) materials used to construct and install special purpose buildings used in the production process;

(8) readymixed concrete equipment in which the reawixed concrete is mixed as part of the delivery process
regardless if mounted on a chassis, repair parts for m@@dyd concrete trucks, and leases of reatyed concrete
trucks; and

(9) machinery or edpment used for research, development, design, or production of computer software.

(c) Capital equipment does not include the following:

(1) motor vehicles taxed under chapter 297B;

(2) machinery or equipment used to receive or store raw materials;

(3) building materials, except for materials included in paragraph (b), clauses (6) and (7);

(4) machinery or equipment used for nonproduction purposes, including, but not limited to, the follplaimy:
security, fire prevention, first aid, and hospit&t®ns; support operations or administration; pollution control; and
plant cleaning, disposal of scrap and waste, plant communications, space heating, cooling, lighting, or safety;

(5) farm machinery and aquaculture production equipment as definedtion *897A.61, subdivisions 12 and 13;

(6) machinery or equipment purchased and installed by a contractor as part of an improvement to real property;

(7) machinery and equipment used by restaurants in the furnishing, preparing, or serving of preparad food
defined in section 297A.61, subdivision 31;

(8) machinery and equipment used to furnish the services listed in section 297A.61, subdivision 3, paragraph (g),
clause (6), items (i) to (vi) and (viii);

(9) machinery or equipment used in th@nsportation, transmission, or distribution of petroleum, liquefied gas,
natural gas, water, or steam, in, by, or through pipes, lines, tanks, mains, or other means of transporting those
products This clause does not apply to machinery or equipmerd tseblend petroleum or biodiesel fuel as
defined in section 239.77; or

(10) any other item that is not essential to the integrated process of manufacturing, fabricating, mining, or refining.
(d) For purposes of this subdivision:

(1) "Equipment” meansndependent devices or tools separate from machinery but essential to an integrated
production process, including computers and computer software, used in operating, controlling, or regulating
machinery and equipment; and any subunit or assembly compaigsiagiponent of any machinery or accessory or
attachment parts of machinery, such as tools, dies, jigs, patterns, and molds.

(2) "Fabricating" means to make, build, create, produce, or assemble components or property to work in a new
or different manner.

(3) "Integrated production process" means a process or series of operations through which tangible personal
property is manufactured, fabricated, mined, or refinedr purposes of this clause, (i) manufacturing begins with
the removal of raw materialsdim inventory and ends when the last process prior to loading for shipment has been
completed; (ii) fabricating begins with the removal from storage or inventory of the property to be assembled,
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processed, altered, or modified and ends with the creatiproduction of the new or changed product; (iii) mining
begins with the removal of overburden from the site of the ores, minerals, stone, peat deposit, or surface materials
and ends when the last process before stockpiling is completed; and (iv) refiging béth the removal from
inventory or storage of a natural resource and ends with the conversion of the item to its completed form.

(4) "Machinery" means mechanical, electronic, or electrical devices, including computers and computer
software, that arpurchased or constructed to be used for the activities set forth in paragraph (a), beginning with the
removal of raw materials from inventory through completion of the product, including packaging of the product.

(5) "Machinery and equipment used for ptitbn control* means machinery and equipment used solely to
eliminate, prevent, or reduce pollution resulting from an activity described in paragraph (a).

(6) "Manufacturing” means an operation or series of operations where raw materials are changed in fo
composition, or condition by machinery and equipment and which results in the production of a new article of
tangible personal propertyFor purposes of this subdivision, "manufacturing” includes the generation of electricity
or steam to be sold attad.

(7) "Mining" means the extraction of minerals, ores, stone, or peat.

(8) "Online data retrieval system" means a system whose cumulation of information is equally available and
accessible to all its customers.

(9) "Primarily" means machinery andwgpgment used 50 percent or more of the time in an activity described in
paragraph (a).

(10) "Refining" means the process of converting a natural resource to an intermediate or finished product,
including the treatment of water to be sold at retail.

(11) This subdivision does not apply to telecommunications equipment as provided in subdivision 35, and does
not apply to wire, cable, fiber, poles, or conduit for telecommunications services.

EFFECTIVE DATE . This section is effective for sales and purchasade after June 30, 2013.

Sec.8. Minnesota Statutes 2012, section 297A.75, subdivision 1, is amended to read:
Subdivision 1 Tax collected The tax on the gross receipts from the sale of the following exempt items must be

imposed and collected astife sale were taxable and the rate under section 297A.62, subdivision 1,.appiéed
exempt items include:

{L)-capital-equipment-exempt-under section-297A.68,-subdivision 5;

£2) (1) building materials for an agricultural processing facility exempt usdetion 297A.71, subdivision 13;

£3) (2) building materials for mineral production facilities exempt under section 297A.71, subdivision 14;

{4 (3) building materials for correctional facilities under section 297A.71, subdivision 3;

{5) (4) building materials used in a residence for disabled veterans exempt under section 297A.71, subdivision 11;

{6) (5) elevators and building materials exempt under section 297A.71, subdivision 12;



3200 JOURNAL OF THEHOUSE [38TH DAY

£A (6) building materials for the Long Lake Conservatiomtée exempt under section 297A.71, subdivision 17;
{8) (7) materials and supplies for qualified lamcome housing under section 297A.71, subdivision 23;

{9) (8) materials, supplies, and equipment for municipal electric utility facilities under sec®idA. 7L,
subdivision 35;

29) (9) equipment and materials used for the generation, transmission, and distribution of electrical energy and
an aerial camera package exempt under section 297A.68, subdivision 37;

31 (10) commuter rail vehicle and repairmmunder section 297A.70, subdivision 3, paragraph (a), clause (10);

&2 (11) materials, supplies, and equipment for construction or improvement of projects and facilities under
section 297A.71, subdivision 40;

43) (12) materials, supplies, and equipnt for construction or improvement of a meat processing facility
exempt under section 297A.71, subdivision 41;

&4 (13) materials, supplies, and equipment for construction, improvement, or expansion of an aerospace
defense manufacturing facility exemptder section 297A.71, subdivision 42;

5) (14) enterprise information technology equipment and computer software for use in a qualified data center
exempt under section 297A.68, subdivision 42; and

{6) (15) materials, supplies, and equipment for qualifying capital projects under section 297A.71, subdivision 44.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.9. Minnesota Statutes 2012, section 297AstHhdivision 2, is amended to read:

Subd.2. Refund; eligible persons Upon application on forms prescribed by the commissioner, a refund equal
to the tax paid on the gross receipts of the exempt items must be paid to the ap@lidgrihe following grsons
may apply for the refund:

(1) for subdivision 1, clauses (I8-(3) and (2) the applicant must be the purchaser;

(2) for subdivision 1, clausd4) (3) and{# (6), the applicant must be the governmental subdivision;

(3) for subdivision 1, claes(5) (4), the applicant must be the recipient of the benefits provided in United States
Code, title 38, chapter 21;

(4) for subdivision 1, claug®) (5), the applicant must be the owner of the homestead property;
(5) for subdivision 1, claus@®) (7), the owner of the qualified loimcome housing project;

(6) for subdivision 1, clausé&) (8), the applicant must be a municipal electric utility or a joint venture of
municipal electric utilities;

(7) for subdivision 1, claus€40) (9), (12) (13),and(14), anrd{15)the owner of the qualifying business; and
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(8) for subdivision 1, clausg40), (11), 2}, and{16) (15), the applicant must be the governmental entity that
owns or contracts for the project or facility.

EFFECTIVE DATE . This section i®ffective for sales and purchases made after June 30, 2013.

Sec.10. Minnesota Statutes 2012, section 297A.75, subdivision 3, is amended to read:

Subd.3. Application. (a) The application must include sufficient information to permit the commissioner
verify the tax paid If the tax was paid by a contractor, subcontractor, or builder, under subdivision 1,(8a(4kg
(5), (6), (7), (8), (9), (10), (11), (12), (13), (14x (15), er{26), the contractor, subcontractor, or builder must
furnish b the refund applicant a statement including the cost of the exempt items and the taxes paid on the items
unless otherwise specifically provided by this subdivisidihe provisions of sections 289A.40 and 289A.50 apply
to refunds under this section.

(b) An applicant may not file more than two applications per calendar year for refunds for taxes paid on capital
equipment exempt under section 297A.68, subdivision 5.

(c) Total refunds for purchases of items in section 297A.71, subdivision 40, must nat $%¢@@0,000 in fiscal
years 2010 and 201JApplications for refunds for purchases of items in sections 297A.70, subdivision 3, paragraph
(a), clause (11), and 297A.71, subdivision 40, must not be filed until after June 30, 2009.

EFFECTIVE DATE . This setion is effective for sales and purchases made after June 30, 2013.

Sec.11. ESTIMATED TAXES; EXCEPTIONS.

No addition to tax, penalties, or interest may be made under Minnesota Statutes, section 289A.25, for any period
before July 1, 2013, with respeitt an underpayment of estimated tax, to the extent that the underpayment was
created or increased by the surcharge imposed under this article.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.12. APPROPRIATIONS.

(a) The amount necessary to increase the aid payment percentage in section 3 to 90 percent, estimated to be
$262,600,000, is appropriated in fiscal year 2014 from the general fund to the commissioner of education.

(b) The amount necessary fieduce the percentage of levy recognized in the prior calendar year in section 2
from 48.6 percent to zero percent, estimated to be $569,900,000, is appropriated in fiscal year 2014 from the general
fund to the commissioner of education.

(c) The amount gd in additional state general education aids and other school aids as a result of reducing the
percentage of levy recognized in the prior calendar year in Minnesota Statutes, section 123B.75, subdivision 5, from
48.6 percent to zero percent, estimatededs21,700,000, is appropriated in fiscal year 2015 from the general fund
to the commissioner of education.

EFFECTIVE DATE . This section is effective the day following final enactment.

ARTICLE 2
HOMESTEAD CREDIT REFUND AND RENTER PROPERTY TAX REFUND

Section 1 Minnesota Statutes 2012, section 290A.03, subdivision 3, is amended to read:
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Subd.3. Income. (1) "Income" means the sum of the following:

(a) federal adjusted gross income as defined in the Internal Revenue Code; and

(b) the sum of the ftdwing amounts to the extent not included in clause (a):

(i) all nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of section 469, paragraph (i) or (m) of
the Internal Revenue Code and the amount of passitieity loss carryover allowed under section 469(b) of the

Internal Revenue Code;

(iif) an amount equal to the total of any discharge of qualified farm indebtedness of a solvent individual excluded
from gross income under section 108(g) of the InterresleRue Code;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retirement benefits, all payments received under the federal Social
Security Act, Supplemental Security Income, and veterans benefits), which was naivekglfunded by the
claimant or spouse, or which was funded exclusively by the claimant or spouse and which funding payments were
excluded from federal adjusted gross income in the years when the payments were made;

(vi) interest received from thé&ederal or a state government or any instrumentality or political subdivision
thereof;

(vii) workers' compensation;
(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or sick pay aso aesigdent,
sickness, or other disability, whether funded through insurance or otherwise;

(x) a lumpsum distribution under section 402(e)(3) of the Internal Revenue Code of 1986, as amended through
December 31, 1995;

(xi) contributions made by the d@taant to an individual retirement account, including a qualified voluntary
employee contribution; simplified employee pension plan;-emiployed retirement plan; cash or deferred
arrangement plan under section 401(k) of the Internal Revenue Code; oedefmpensation plan under section
457 of the Internal Revenue Cqde the extent the sum of amounts exceeds the retirement base amount for the
claimant and spouse

(xii) to the extent not included in federal adjusted gross income, distributions tebgitiee claimant or spouse
from a traditional or Roth style retirement account or plan;

(xiii) nontaxable scholarship or fellowship grants;
{4y (xiv) the amount of deduction allowed under section 199 of the Internal Revenue Code;

i) (xv) the amout of deduction allowed under section 220 or 223 of the Internal Revenue Code;
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4 (xvi) the amountef deducted fortuition expensesequired-to-be-added-to-income-undersection—290.01,
subdivision19a;¢clause(12)nder section 222 of the Interri@évenue Code; and

©evi) (xvii) the amount deducted for certain expenses of elementary and secondary school teachers under section
62(a)(2)(D) of the Internal Revenue Coded

it I on.

In the case of an individual who files amrome tax return on a fiscal year basis, the term "federal adjusted gross
income" shall mean federal adjusted gross income reflected in the fiscal year ending in the calendadgzalt
adjusted gross income shall not be reduced by the amount ofogerating loss carryback or carryforward or a
capital loss carryback or carryforward allowed for the year.

(2) "Income" does not include:
(a) amounts excluded pursuant to the Internal Revenue Code, sections 101(a) and 102;
(b) amounts of any pension annuity which was exclusively funded by the claimant or spouse and which

funding payments were not excluded from federal adjusted gross income in the years when the payments were
made;

(c) to the extent included in federal adjusted gross income, amoomtsbuted by the claimant or spouse to a
traditional or Roth style retirement account or plan, but not to exceed the retirement base amount reduced by the
amount of contributions excluded from federal adjusted gross income, but not less than zero;

(d) surplus food or other relief in kind supplied by a governmental agency;
{8 (e)relief granted under this chapter;
{&) (f) child support payments received under a temporary or final decree of dissolution or legal separation; or

& (q) restitution paymets received by eligible individuals and excludable interest as defined in section 803 of
the Economic Growth and Tax Relief Reconciliation Act of 2001, Public Lawl807

(3) The sum of the following amounts may be subtracted from income:

(a) for the clamant's first dependent, the exemption amount multiplied by 1.4;

(b) for the claimant's second dependent, the exemption amount multiplied by 1.3;
(c) for the claimant's third dependent, the exemption amount multiplied by 1.2;
(d) for the claimant's fotin dependent, the exemption amount multiplied by 1.1;
(e) for the claimant's fifth dependent, the exemption amount; and

(f) if the claimant or claimant's spouse was disabled or attained the age of 65 on or before December 31 of the
year for which theéaxes were levied or rent paid, the exemption amount.



3204 JOURNAL OF THEHOUSE [38TH DAY

For purposes of this subdivision, the "exemption amount” means the exemption amount under section 151(d) of
the Internal Revenue Code for the taxable year for which the income is remmtedretiremat base amount"
means the deductible amount for the taxable year for the claimant and spouse under section 219(b)(5)(A) of the
Internal Revenue Code, adjusted for inflation as provided in section 219(b)(5)(D) of the Internal Revenue Code,
without regard tavhether the claimant or spouse claimed a deduction

EFFECTIVE DATE . This section is effective beginning with refunds based on property taxes payable in 2014
and rent paid in 2013.

Sec.2. Minnesota Statutes 2012, section 290A.04, subdivisiondnended to read:

Subd.2. Homeowners_homestead credit refund A claimant whose property taxes payable are in excess of
the percentage of the household income stated below shall pay an amount equal to the percent of income shown for
the appropriate hoasold income level along with the percent to be paid by the claimant of the remaining amount of
property taxes payahleThe state refund equals the amount of property taxes payable that remain, up to the state
refund amount shown below.

Household-lncome Percentofincome PercentPaid-bZlaimant  MaximumStateRefund

$0-t0-1,549 1.0-percent 15 percent $2,460
1,550t0-3,089 11 percent 15 percent $2:460
3;090t0-4,669 1.2 percent 15 percent $2.460
4,67010-6,229 1.3 percent 20-percent $2:460
6,230t0-7,769 1.4 percent 20-percent $2:460
++0-t6-10.879 1-5percent 20-pereent $2.460
10,880-te-12,42¢ 1.6-percent 20-pereent $2.460
12,430t0-13,98¢ 1.7 percent 20-percent $2:460
13,990-t6-15;53¢ 1.8percent 20-pereent $2.460
15;540t0-17,07¢ 1.9 perecent 25-pereent $2.460
17,080-t0-18,65¢ 2.0-percent 25-percent $2,460
18,660-t0-21,75¢ 21 percent 25-pereent $2.460
21,760t6-23,30¢ 2-2-percent 30-pereent $2.460
23,310-t0-24,85¢ 2-3-percent 30-percent $2,460
24,860-t0-26,41¢ 2-4-percent 30-percent $2,460
267420t6-32,62¢ 2-5-pereent 35-pereent $2.460
32,630-t0-37,27¢ 2.6-percent 35-percent $2,460
37,280-t0-46,60¢ 2-7-percent 35-percent $2,000
46,610-t0-54,36¢ 2-8-percent 35-pereent $2,000
54,370-t0-62,13¢ 2.-8-percent 40-percent $1,750
62,140-t6-69;90¢ 3-0-percent 40-pereent $1,440
69,910-te7£,67¢ 3-0-perecent 40-percent $1.290
#7,680t0-85;44¢ 3-0-perecent 40-percent $1.130
85;450t0-90,11¢ 3.5-percent 45 percent $960
90,120-t0-93,23¢ 3-5-pereent 45-pereent $790
93,240-t6-97,00¢ 3-5-pereent 50-pereent $650
97,010t0-100,77¢ 3.5-percent 50 -percent $480
Household Income Percent of Income Percent Paid b€laimant Maximum StateRefund
$0to0 1,619 1.0 percent 15 percent $2,580

1,620 to 3,229 1.1 percent 15 percent $2,580
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3,230 to 4,889 1.2 percent 15 percent $2,580
4,890 t0 6,519 1.3 percent 20 percent $2,580
6,520 10 8,129 1.4 percent 20 percent $2,580

8,130t0 11,38¢ 1.5 percent 20 percent $2,580
11,390 to 13,00¢ 1.6 percent 20 percent $2,580
13,010 to 14,64¢ 1.7 percent 20 percent $2,580
14,650 to 16,26¢ 1.8 percent 20 percent $2,580
16,270 t0 17,87¢ 1.9 percent 25 percent $2,580
17,880 to 22,77¢ 2.0 percent 25 percent $2,580
22,780 to 24,39¢ 2.0 percent 30 percent $2,580
24,400 to 27,65¢ 2.0 percent 30 percent $2,580
27,660 to 39,02¢ 2.0 percent 35 percent $2,580
39,030 to 56,91¢ 2.0 percent 35 percent $2,090
56,920 to 65,04¢ 2.0 percent 40 percent $1,830
65,050 to 73,18¢ 2.1 percent 40 percent $1,510
73,190 to 81,31¢ 2.2 percent 40 percent $1,350
81,320 to 89,44¢ 2.3 percent 40 percent $1,180
89,450 to 94,33¢ 2.4 percent 45 percent $1,000
94,340 to 97,60¢ 2.5 percent 45 percent $830
97,610 to 101,55¢ 2.5 percent 50 percent $680
101,560 to 105,49¢ 2.5 percent 50 percent $500

The payment made to a claimant shall be the amount of the state refund calculated under this subdavision
payment is allowed if the claimant's household incon$80,7805105,5000r more.

EFFECTIVE DATE . This section is effective for refund claims based on taxes payable in 2014 and thereafter.

Sec.3. Minnesota Statutes 2012, section 290A.04, subdivision 2a, is amended to read:

Subd.2a Renters A claimant whose mt constituting property taxes exceeds the percentage of the household
income stated below must pay an amount equal to the percent of income shown for the appropriate household
income level along with the percent to be paid by the claimant of the remamimgnt of rent constituting property
taxes The state refund equals the amount of rent constituting property taxes that remain, up to the maximum state
refund amount shown below.

Percent of Income

Household Income Percent Paid b€laimant Maximum StateRefund

$0t0-3,589 1.0-percent 5-percent $1-190
3,590-t0-4,779 1.0-percent 10-percent $1:190
4.780-t0-5,969 1.1 percent 10-percent $1:190
5,97010-8,369 1.2 percent 10-percent $1.,190
8,3#0-t6-10;:75¢9 1 3percent 15 pereent $1.,190
10,760-t0-11,94¢ 1.4 percent 15 percent $1:190
11,950-t6-13;43¢ 14 pereent 20-pereent $1.190
13,140-t6-15;53¢ 1.5-pereent 20-pereent $1.190
15,540t0-16,72¢ 1.6-percent 20-percent $1:190
16,730-t0-1794¢ 17 pereent 25-pereent $1.190
17,920-t6-20;31¢ 1.8-pereent 25-pereent $1.190
20;320-t0-21.50¢ 1.9 percent 30-percent $1:190
21,510 t0-22.69¢ 2.0-percent 30-percent $1:190
22,700-t6-23;89¢ 2-2-pereent 30-pereent $1.190
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23,900-t6-25,08¢ 2-4-perecent 30-percent $1.190
25;090-t6-26,28¢ 2-6-percent 35-percent $1.190
26;290-t0-27,48¢ 2-{percent 35-pereent $1,190
27,490-t0-28,67¢ 2.8-percent 35-percent $45190
28,680-t6-29,86¢ 2-9-pereent 40perecent $1.190
29,870-t0-31,07¢ 3-0-percent 40-perecent $1.,190
31,080-t0-32,26¢ 3-1-pereent 40-percent $1.190
32,270-t6-33;45¢ 3-2-pereent 40-percent $1.190
33;460-t0-34,64¢ 3-3perecent 45 pereent $1.,080
34,650-10-35,84¢ 3-4-percent 45 pereent $960
35,850-t6-37,04¢ 3-5-pereent 45 percent $830
37,050-10-38,23¢ 3-5-perecent 50-pereent $720
38,2401t6-39:43¢ 3-5-perecent 50-perecent $600
38,440-t0-40,62¢ 3.5 percent 50-percent $360
40,630t0-41,81¢ 3.5-percent 50 percent $120

$0 to 4,909 1.0 percent 5 percent $2,000
4,910 t0 6,529 1.0 percent 10 percent $2,000
6,530 to 8,159 1.1 percent 10 percent $1,950
8,160 to 11,43¢ 1.2 percent 10 percent $1,900
11,440 to 14,70¢ 1.3 percent 15 percent $1,850
14,710 to 16,33¢ 1.4 percent 15 percent $1,800
16,340 to 17,95¢ 1.4 percent 20 percent $1,750
17,960 to 21,23¢ 1.5 percent 20 percent $1,700
21,240 to 22,86¢ 1.6 percent 20 percent $1,650
22,870 to 24,49¢ 1.7 percent 25 percent $1,650
24,500 to 27,77¢ 1.8 percent 25 percent $1,650
27,780 to 29,39¢ 1.9 percent 30 percent $1,650
29,400 to 34,29¢ 2.0 percent 30 percent $1,650
34,300 to 39,19¢ 2.0 percent 35 percent $1,650
39,200 to 45,73¢ 2.0 percent 40 percent $1,650
45,740 to 47,36¢ 2.0 percent 45 percent $1,500
47,370 to 49,00¢ 2.0 percent 45 percent $1,350
49,010 to 50,64¢ 2.0 percent 45 percent $1,150
50,650 to 52,26¢ 2.0 percent 50 percent $1,000
52,270 to 53,90¢ 2.0 percent 50 percent $900
53,910 to 55,53¢ 2.0 percent 50 percent $500
55,540 to 57,16¢ 2.0 percent 50 percent $200

The payment made to a claimant is the amount of the state refund calculatethisrslgvdivision No payment
is allowed if the claimant's household incom&44;820$57,1700r more.

EFFECTIVE DATE . This section is effective for claims based on rent paid in 2013 and following years.

Sec.4. Minnesota Statutes 2012, section 290A.8ubdivision 4, is amended to read:

Subd4. Inflation adjustment. (a) Beginning for property tax refunds payable in calendar year 2002, the
commissioner shall annually adjust the dollar amounts of the income thresholds and the maximum refunds under
subdivisions 2 and 2a for inflationThe commissioner shall make the inflation adjustments in accordance with
section 1(f) of the Internal Revenue Code, except that for purposes of this subdivision the percentage increase shall
be determined as providedtins subdivision.



38TH DAY] THURSDAY, APRIL 18,2013 3207

(b) In adjusting the dollar amounts of the income thresholds and the maximum refunds under subdivision 2 for
inflation, the percentage increase shall be determined from the year ending on J@28&13f013 to the year
ending on June 36f the year preceding that in which the refund is payable.

(c) In adjusting the dollar amounts of the income thresholds and the maximum refunds under subdivision 2a for
inflation, the percentage increase shall be determined from the year ending orD,J@88032013 to the year
ending on June 30 of the year preceding that in which the refund is payable.

(d) The commissioner shall use the appropriate percentage increase to annually adjust the income thresholds and
maximum refunds under subdivisions 2 &adfor inflation without regard to whether or not the income tax brackets
are adjusted for inflation in that yeafhe commissioner shall round the thresholds and the maximum amounts, as
adjusted to the nearest $10 amount. If the amount ends in $6mhassioner shall round it up to the next $10 amount.

(e) The commissioner shall annually announce the adjusted refund schedule at the same time provided under
section 290.06 The determination of the commissioner under this subdivision is not andér the Administrative
Procedure Act.

EFFECTIVE DATE . This section is effective for refund claims based on taxes payable in 2014 and rent paid
in 2013 and following yeatrs.

Sec.5. [290A.28] NOTIFICATION OF POTENTIAL ELIGIBILITY.

Subdivision 1 Natification of eligibility . (a) By August 1, 2014, the commissioner shall notify, in writing or
electronically, individual homeowners whom the commissioner determines likely will be eligible for a homestead
credit refund under this chapter for that propéaxes payable yeatn determining whether to notify a homeowner,
the commissioner shall consider the property tax information available to the commissioner under paragraph (b) and
the most recent income information available to the commissioner fram €iider this chapter for the prior year or
under chapter 290 for the current or prior yedihe notification must include information on how to file for the
homestead credit refund and the range of potential homestead credit refunds that the homeddvneslfy to
receive The notification requirement under this section does not apply to a homeowner who has already filed for
the homestead credit refund for the current or prior year.

(b) By May 15, 2014, each county auditor shall transmit to the d¢ssioner of revenue the following information
for each property classified as a residential or agricultural homestead under section 273.13, subdivision 22 or 23:

(1) the property taxes payable;

(2) the name and address of the owner;

(3) the Social Secity number or numbers of the owners; and

(4) any other information the commissioner deems necessary or useful to carry out the provisions of this section.

The information must be provided in the form and manner prescribed by the commissioner.

Subd.2. Report. By March 15, 2015, the commissioner must provide written reports to the chairs and ranking
minority members of the legislative committees with jurisdiction over taxes, in compliance with Minnesota Statutes,
sections 3.195 and 3.197The report mst provide information on the number and dollar amount of homeowner
property tax refund claims based on taxes payable in 2014, including:
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(i) the number and dollar amount of claims projected for homestead credit refunds based on taxes payable in
2014 priorto enactment of the notification requirement in this section;

(ii) the number of notifications issued as provided in this section, including the number issued by county;

(ii) the number and dollar amount of claims for homestead credit refunds basecdesnpayable in 2014
processed through December 31, 2014; and

(iv) a description of any outreach efforts undertaken by the commissioner for homestead credit refunds based on
taxes payable in 2014, in addition to the notification required in this section.

EFFECTIVE DATE . This section is effective for refund claims based on property taxes payable in 2014.

ARTICLE 3
PROPERTY TAX AIDS AND CREDITS

Section 1 Minnesota Statutes 2012, section 69.021, is amended by adding a subdivision to read:
Subd.12. Surcharge aid accounts (a) A surcharge fire pension aid account is established in the special

revenue fund to receive amounts as provided under section 2971.07, subdivision 3, cladge (@dmmissioner
shall administer the account and allocate mandikie account as follows:

(1) 17.342 percent as supplemental state pension funding paid to the executive director of the Public Employees
Retirement Association for deposit in the public employees police and fire retirement fund established by section
353.65, subdivision 1;

(2) 8.658 percent to municipalities employing firefighters with retirement coverage by the public employees
police and fire retirement plan, allocated in proportion to the relationship that the preceding December 31 number of
firefighters employed by each municipality who have public employees police and fire retirement plan coverage
bears to the total preceding December 31 number of municipal firefighters covered by the public employees police
and fire retirement plan; and

(3) 74 percent for municipalities other than the municipalities receiving a disbursement under clause (2) which
qualified to receive fire state aid in that calendar year, allocated in proportion to the most recent amount of fire state
aid paid under subdivisn 7 for the municipality bears to the most recent total fire state aid for all municipalities
other than the municipalities receiving a disbursement under clause (2) paid under subdivision 7, with the allocated
amount for fire departments participatingthe voluntary statewide lungum volunteer firefighter retirement plan
paid to the executive director of the Public Employees Retirement Association for deposit in the fund established by
section 353G.02, subdivision 3, and credited to the respectivaircand with the balance paid to the treasurer of
each municipality for transmittal within 30 days of receipt to the treasurer of the applicable volunteer firefighter
relief association for deposit in its special fund.

(b) A surcharge police pension a@tcount is established in the special revenue fund to receive amounts as
provided by section 2971.07, subdivision 3, clause (e commissioner shall administer the account and allocate
money in the account as follows:

(1) onethird to be distributedsapolice state aid as provided under subdivision 7a; and

(2) two-thirds to be apportioned, on the basis of the number of active police officers certified for police state aid
receipt under section 69.011, subdivisions 2 and 2b, between:
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(i) the executivedirector of the Public Employees Retirement Association for deposit as a supplemental state
pension funding aid in the public employees police and fire retirement fund established by section 353.65,
subdivision 1; and

(ii) the executive director of the Mihesota State Retirement System for deposit as a supplemental state pension
funding aid in the state patrol retirement fund.

(c) On or before September 1, annually, the executive director of the Public Employees Retirement Association
shall report to theommissioner the following:

(1) the municipalities which employ firefighters with retirement coverage by the public employees police and
fire retirement plan;

(2)_the number of firefighters with public employees police and fire retirement plan emplgyedch
municipality;

(3) the fire departments covered by the voluntary statewide-Bumpvolunteer firefighter retirement plan; and

(4) any other information requested by the commissioner to administer the surcharge fire pension aid account.

(d) For ths subdivision, (i) the number of firefighters employed by a municipality who have public employees
police and fire retirement plan coverage means the number of firefighters with public employees police and fire
retirement plan coverage that were emplolggdhe municipality for not less than 30 hours per week for a minimum
of six months prior to December 31 preceding the date of the payment under this section and, if the person was
employed for less than the full year, prorated to the number of full menthfoyed; and, (ii) the number of active
police officers certified for police state aid receipt under section 69.011, subdivisions 2 and 2b means, for each
municipality, the number of police officers meeting the definition of peace officer in sectiahl6Suibdivision 1,
counted as provided and limited by section 69.011, subdivisions 2 and 2b.

(e) The payments under this section shall be made on October 1 each year, based on the amount in the surcharge
fire pension aid account and the amount inghecharge police pension aid account on the preceding June 30, with
interest at 1 percent for each month, or portion of a month, that the amount remains unpaid after Octbber 1
amounts necessary to make the payments under this subdivision are aappbriated to the commissioner from
the surcharge fire and police pension aid accounts. Any necessary adjustments shall be made to subsequent payments.

(f) The provisions of this chapter that prevent municipalities and relief associations from lgilrlg ér, or
receiving state aid under this chapter until the applicable financial reporting requirements have been complied with,
apply to the amounts payable to municipalities and relief associations under this subdivision.

(9) The amounts necessary make the payments under this subdivision are appropriated to the commissioner
from the respective accounts in the special revenue fund.

EFFECTIVE DATE . This section is effective beginning in the fiscal year beginning July 1, 2013.

Sec.2. MinnesotaStatutes 2012, section 273.1398, subdivision 4, is amended to read:

Subd.4. Disparity reduction credit. (a) Beginning with taxes payable in 1989, class 4a and class 3a property
qualifies for a disparity reduction credit if1) the property is locateid a border city that has an enterprise zone, as
defined in section 469.166; (2) the property is located in a city with a population greater than 2,500 and less than
35,000 according to the 1980 decennial census; (3) the city is adjacent to a cityhier &tate or immediately
adjacent to a city adjacent to a city in another state; and (4) the adjacent city in the other state has a population of
greater than 5,000 and less than 75,000 according to the 1980 decennial census.
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(b) The credit is an amountféigient to reduce (i) the taxes levied on class 4a proper3@ percent of the
property's market value and (i) the tax on class 3a prope@®percent of market value.

(c) The county auditor shall annually certify the costs of the creditheoDepartment of RevenueThe
department shall reimburse local governments for the property taxes forgone as the result of the credits in proportion

to their total levies.

EFFECTIVE DATE . This section is effective beginning with taxes payable in 2014.

Sec.3. Minnesota Statutes 2012, section 290C.02, subdivision 6, is amended to read:

Subd.6. Forest land. "Forest land" means land containing a minimum of 20 contiguous acres for which the
owner has implemented a forest management plan that wasqatepaupdated within the past ten years by an
approved plan writer For purposes of this subdivision, acres are considered to be contiguous even if they are
separated by a road, waterway, railroad track, or other similar intervening propértgast ® percent of the
contiguous acreage must meet the definition of forest land in section 88.01, subdiviskar te purposes of
sections 290C.01 to 290C.11, forest land does not in¢chedfllowing:

() land used for residential or agricultural purpgs

(ii) land enrolled in the reinvest in Minnesota program, a state or federal conservation reserve or easement
reserve program under sections 103F.501 to 103F.531, the Minnesota agricultural property tax law under section
273.111, or land subject tagricultural land preservation controls or restrictions as defined in section 40A.02 or
under the Metropolitan Agricultural Preserves Act under chapter4&3H

(i) land subject to a conservation easement funded under section 97A.056 or a comparaenieasement
conveyed to a governmental or nonprofit entity; or

(iv) land improved with a structure, pavement, sewer, campsite, or any road, other than a township road, used for
purposes not prescribed in the forest management plan.

EFFECTIVE DATE . This section is effective for payments made beginning in calendar year 2014.

Sec.4. Minnesota Statutes 2012, section 290C.05, is amended to read:
290C.05 ANNUAL CERTIFICATION.

On or before July 1 of each year, beginning with the year after the drij@maant has received an approved
application, the commissioner shall send each claimant enrolled under the sustainable forest incentive program a
certification form For purposes of this section, the original claimant is the person that filed thapfigtation
under section 290C.04 to enroll the land in the prograihe claimant must sign the certification, attesting that the
requirements and conditions for continued enrollment in the program are currently being met, and must return the
signed ceification form,_along with a copy of the property tax statement for the property taxes payable on the
enrolled property for the calendar year and any other information the commissioner deems necessary to determine
whether the property is qualified undecten 290C.02, subdivision 6, or the amount of the payment under section
290C.07, paragraph (a), clause (#)the commissioner by August 15 of that same .yéfathe claimant does not
return an annual certification form by the due date, the provisiosadtion 290C.11 apply.

EFFECTIVE DATE . This section is effective for payments made beginning in calendar year 2014.
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Sec.5. Minnesota Statutes 2012, section 290C.07, is amended to read:
290C.07 CALCULATION OF INCENTIVE PAYMENT.
(&) An approvedclaimant under the sustainable forest incentive program is eligible to receive an annual

payment The payment shabbe equalto the lesser of (1$7 per acrer (2) onehalf of the property tax payable for
the calendar yedor each acre enrolled in thastainable forest incentive program.

(b) The annual payment for each Social Security number or state or federal business tax identification number
must not exceed $100,000.

EFFECTIVE DATE . This section is effective for payments made beginnincplandar year 2014.

Sec.6. [2971.07] SURCHARGE ON HOMEOWNERS AND AUTO POLICIES.

Subdivision 1 Surcharge on policies (a) Each licensed insurer engaged in writing insurance shall collect a
surcharge equal to $5 per calendar year for each policydissuenewed during that calendar year for:

(1) homeowners insurance authorized in section 60A.06, subdivision 1, clause (1)(c); and

(2) automobile insurance as defined in section 65B.14, subdivision 2.

(b) The surcharge amount collected under this isidddn must not be considered premium for any other
purpose The surcharge amount must be separately stated on either a billing or policy declaration or document
containing similar information sent to an insured.

Subd.2. Collection and administration. The commissioner shall administer the surcharge imposed by this
section in the same manner as the taxes imposed by this chapter.

Subd.3. Deposit of revenues The commissioner shall deposit revenues from the surcharge under this section
as follows:

(1) amounts from the surcharge imposed under subdivision 1, paragraph (a), clause (1), in a surcharge fire
pension aid account in the special revenue fund; and

(2) amounts from the surcharge imposed under subdivision 1, paragraph (a), clause (2), hargespalice
pension aid account in the special revenue fund.

Subd.4. Surcharge termination. The surcharge imposed under subdivision 1 ends on the December 31 next
following the actuarial valuation date on which the assets of the retirement planarket value equals or exceeds
90 percent of the total actuarial accrued liabilities of the retirement plan as disclosed in an actuarial valuation
prepared under section 356.215 and the Standards for Actuarial Work promulgated by the Legislative Commission
on Pensions and Retirement, for the State Patrol retirement plan or the public employees police and fire retirement
plan, whichever occurs last.

EFFECTIVE DATE . This section is effective for policies issued after June 30, 2013.

Sec.7. MinnesotaStatutes 2012, section 477A.011, subdivision 30, is amended to read:

Subd.30. Pre-1940 housing percentage (a) Except as provided in paragraph (B)re-1940 housing
percentage" for a city is 100 times the most reésral-censusountby the UnitedStates Bureau of the Censfs
all housing units in the city built before 1940, divided by the total number of all housing units in thelaitging
units includes both occupied and vacant housing units as defined by the federal census.
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(b) For the cityof East Grand Forks only, "pfE940 housing percentage" is equal to 100 times the 1990 federal
census count of all housing units in the city built before 1940, divided by the most recent count by the United States
Bureau of the Census of all housing umitshe city Housing units includes both occupied and vacant housing units
as defined by the federal census.

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.

Sec.8. Minnesota Statutes 2012, section AA¥L1, is amended by adding a subdivision to read:

Subd.30a Percent of housing built between 1940 and 1970'Percent of housing built between 1940 and
1970" is equal to 100 times the most recent count by the United States Bureau of the Censwosisihgluhits in
the city built after 1939 but before 1970, divided by the total number of all housing units in thel@itging units
includes both occupied and vacant housing units as defined by the federal census.

EFFECTIVE DATE . This section is effetive for aids payable in calendar year 2014 and thereafter.

Sec.9. Minnesota Statutes 2012, section 477A.011, subdivision 34, is amended to read:

Subd.34. City revenue need (a) For a city with a population equal to or greater 800 10,00Q "city

revenue need" ishe—greaterof285-0t.15 timesthe sum of (1)5-:864340984.59 times the prel940 housing
percentage; plus (29-141678times-the population-declinepercentag@?2 times the percent of housing built
between 1940 and 197Plus (3)2—5.94—96334—Hmes4hepe‘ad—aee+den%sia¢m 415 times the |obs per capifus
4) 106 thed sigarsity
ad|ustment plus (5) 307.664

(b) For a city with a populatioequal to or greater than 2,500 and less than 10,000, "city revenue need" is 1.15
times the sum of (1) 572.62; plus (2) 5.026 times thelP#® housing percentage; minus (3) 53.768 times
household size; plus (4) 14.022 times peak population decline.

) (c) For a C|ty Wlth a populatlon Iess than 2 500 "city revenue need" is the s(;lkb#éBS?—twes—the—p*e
) times the

2411029Ius 0.367
times the city's population over lOthe C|tv revenue need under this paragraph shall not exceed 630

(e) (_) For a C|ty W|th a populatlon oAt leas Ieast2 500 er—mepe—and—a—peﬂmﬂen—m—ene—e#—me—mest—reeently
, y Wa , ity revenue-need calculated

"city revenue need" emls (1) the transmon factor tlmes the CI'[VS revenue need calculated in paraqraph (b) plus (2)

630 times the difference between one and the transition faEtmr a city with a population of at least 10,000 but

less than 10,500, the "city revenue needlials (1) the transition factor times the city's revenue need calculated in
paragraph (a) plus (2) the city's revenue need calculated under the formula in paragraph (b) times the difference
between one and the transition factdfor purposes of this pagraph "transition factor" is 0.2 percent times the
amount that the city's population exceeds the minimum threshold in either of the first two sentences

{6 (e) The city revenue need cannot be less than zero.
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{e) (f) For calendar yea2005 2015 and subsequent years, the city revenue need for a city, as determined in
paragraphs (a) ted) (e), is multiplied by the ratio of the annual implicit price deflator for government consumption
expenditures and gross investment for state and local govetsaprepared by the United States Department of
Commerce, for the most recently available year to 2883 2013 implicit price deflator for state and local
government purchases.

EFFECTIVE DATE . This section is effective for aids payable in calengsr 2014 and thereafter.

Sec.10. Minnesota Statutes 2012, section 477A.011, subdivision 42, is amended to read:

{e)Forpurposes—of-thissubdivisiohjobs per capita in the city" means (1) the average annual number of

employees in the city based on the data from the Quarterly Census of Employment and Wages, as reported by the
Department of Employment and Economic Development, for the most recent cateadavailableas-of-May-1,
2008November 1 of every oddumbered veardivided by (2) the city's population for the same calendar year as the

employment dataThe commissioner of the Department of Employment and Economic Development shall certify to
thecity the average annual number of employees for each cilybg1,2008anuary 15, of every evalumbered

year beginning with January 15, 201A city may challenge an estimate under this paragraph by filing its specific
objection, including the namesf employers that it feels may have misreported data, in writing with the
commissioner bydune202008ecember 1 of every oddumbered year The commissioner shall make every
reasonable effort to address the specific objection and adjust the datessang The commissioner shall certify

the estimates of the annual employment to the commissioner of reverdudy/5—2008January 15 of all even
numbered yearsncluding any estimates still under objectiofor aids payable in 2014, "jobs per capishall be
based on the annual number of employees and population for calendar year 2010 without additional review.

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.

Sec.11. Minnesota Statutes 2012, sect477A.011, is amended by adding a subdivision to read:

Subd.44. Peak population decline "Peak population decline" is equal to 100 times the difference between one
and the ratio of the city's current population, to the highest city populamorted in a federal census from the
1970 census or latefPeak population decline” shall not be less than zero.

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.

Sec.12. Minnesota Statutes 2012, secti477A.011, is amended by adding a subdivision to read:

Subd.45. Sparsity adjustment For a city with a population of 10,000 or more, the sparsity adjustment is 100
for any city with an average population density less than 150 per squarecoibeding to the most recent federal
census, and the sparsity adjustment is zero for all other cities.

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.
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Sec.13. Minnesota Statutes 2012, section 477A.01Bdsvision 8, is amended to read:

Subd.8. City formula aid. (a) For aids payable in 2014 only, the formula aid for a city is equal to the lesser of
its unmet need or the sum of (1) its 2013 certified aid and (2) the product of (i) the differencentietweenet
need and its 2013 certified aid and (i) the aid gap percentage.

(b) For alds pavable in 2015 and thereaﬁlaae formula ald for a C|ty is equal to the sum of (1xitg-jobsbase,

mest—reeently—avalable—twe—yea‘mmula aid in the previous year and (2) the product of (|) the difference between
its unmet need and its certified aid in the previous year under subdivisiod @i)dhe aid gap percentage

No city may have a formula aid amount less than zero.néésincreasaid gappercentage must be the same for all cities.

The applicablereed-increasaid gappercentage must be calculated by the Department of Revenue so that the
total of the aid under subdivision 9 equals the total amount available for aid under section 4TJ&®3sed in
calculating aids to cities under sections 477A.011 to 477A.013 khathe most recently available data as of
January 1 in the year in which the aid is calculated except that the data used to compute "net levy" in subdivision 9
is the data most recently available at the time of the aid computation.

EFFECTIVE DATE . Thissection is effective for aids payable in calendar year 2014 and thereafter.

Sec.14. Minnesota Statutes 2012, section 477A.013, subdivision 9, is amended to read:

Subd.9. City aid distribution . (@) In calendar yea20132014 and thereafter, each cighall receive an aid
distribution equal to the sum of (1) the city formula aid under subdivision 8, and ¢&yigd-baseaid adjustment
under subdivision 13

{&) (b) For aids payable in 2014 only, the total aid for a city may not be less than the amount it was certified to
receive in 2013 For aids payable i20102015and thereafter, the totaid for a citywith-a—populationless-than
2500 must not be less than the amount it was certlfled to recelve in the prewous year minus the lesser of $10
multlpl|ed by its populatlon or flve percent its , ,
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EFFECTIVE DATE . This section is effective for aids payabtecalendar year 2014 and thereafter.

Sec.15. Minnesota Statutes 2012, section 477A.013, is amended by adding a subdivision to read:

Subd.13. Certified aid adjustments. (a) A city that received an aid base increase under Minnesota Statutes
2012,section 477A.011, subdivision 36, paragraph (e), shall have its total aid under subdivision 9 increased by an
amount equal to $150,000 for aids payable in 2014 through 2018.

(b) A city that received a temporary aid increase under Minnesota Statutes@6id) 477A.011, subdivision
36, paragraph (m), (v), or (w), shall have its total aid under subdivision 9 decreased by the amount of its aid base
increase under those paragraphs in calendar year 2013.

Sec.16. Minnesota Statutes 2012, section 477A.@®dvision 2a, is amended to read:

Subd.2a Cities. For aids payable i2013 2014 and thereafter, the total aid paid under section 477A.013,
subdivision 9, is$426,438,0125506,438,012 For aids payable in 2015 and thereafter, the total aid paid under
section 477A.013, subdivision 9, is the amount certified under that section in the previous year multiplied by the
inflation adjustment under subdivision 6

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.

Sec.17. Minnesota Statutes 2012, section 477A.03, subdivision 2b, is amended to read:

Subd.2b. Counties (a) For aids payable 2013 2014 and thereafter, the total aid payable under section
477A.0124, subdivision 3, 880;795;00(95,795,000 Each calendar year, $500,000 this appropriatiorshall be
retained by the commissioner of revenue to make reimbursements to the commlssmner of management and budget
for payments made under sectlon 611 ;

nae --A 0 -n end 00

b&de&*eted—tmm%he&pprep&a@mmde%mamgriph relmbursements shall be to defray the additional costs

associated with courbrdered counsel under section 611.20y retained amounts not used for reimbursement in a
year shall be included in the next distribution of county need aid that is certified to the county auditors for the
purpose of property tax redtion for the next taxes payable year.

(b) For aids payable 2043 2014 and thereafter, the total aid under section 477A.0124, subdivision 4, is
$84,909,57%99,909,575 The commissioner of management and budget shall bill the commissioner of revenue for
the cost of preparation of local impact notes as required by section 3.987, not to exceed $2@adlfaal year
2004—and-thereafter The commissioner of educatioshall bill the commissioner of revenue for the cost of
preparation of local impact notes for school districts as required by section 3.987, not to exceed $a0GGaal
year2004-and-thereafterThe commissioner of revenue shall deduct the amdailesl under this paragraph from
the appropriation under this paragrapthe amounts deducted are appropriated to the commissioner of management
and budget and the commissioner of education for the preparation of local impact notes.

EFFECTIVE DATE . Thissection is effective for aid payable in 2014 and thereafter.
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Sec.18. Minnesota Statutes 2012, section 477A.03, is amended by adding a subdivision to read:

Subd.6. Inflation adjustment. In 2015 and thereafter, the amount paid under subdivision 2& ksha
multiplied by an amount equal to one plus the sum of (1) the percentage increase in the implicit price deflator for
government expenditures and gross investment for state and local government purchases as prepared by the United
States Department ofdthmerce, for the thonth period ending March 31 of the previous calendar year, and (2)
the percentage increase in total city population for the most recently available years as of January 15 of the current
year_The percentage increase in this subdivisball not be less than 2.5 percent or greater than five percent.

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.

Sec.19. REPEALER.

(a) Minnesota Statutes 2012, sections 477A.011, subdivisions 229181, 32, 33, 36, 39, 40, 41, and 42;
477A.013, subdivisions 11 and 12; 477A.0133; and 477A.Cdr@4epealed.

(b) Laws 2006, chapter 259, article 11, section 3, as amended by Laws 2008, chapter 154, article 1, section 4, is
repealed.

EFFECTIVE DATE . This section is effective for aids payable in calendar year 2014 and thereafter.

ARTICLE 4
PROPERTY TAXES

Section 1 Minnesota Statutes 2012, section 103B.102, subdivision 3, is amended to read:

Subd.3. Evaluation and report. The Board of Wateand Soil Resources shall evaluate performance, financial,
and activity information for each local water management enfitye board shall evaluate the entities' progress in
accomplishing their adopted plans on a regular kEssidetermined by the boardded on budget and operations of
the local water management entibut not less than once evdiye tenyears The board shall maintain a summary
of local water management entity performance on the board's WelBsitgnning February 1, 2008, and aatiy
thereafter, the board shall provide an analysis of local water management entity performance to the chairs of the
house of representatives and senate committees having jurisdiction over environment and natural resources policy.

Sec.2. Minnesota States 2012, section 103B.335, is amended to read:
103B.335 TAX LEVY AUTHORITY.
Subdivision 1 Local water planning and management The governing body of any county, municipality, or

township may levy a tax in an amount required to implement secti®B.301 to 103B.35%r a comprehensive
watershed management plan as defined in section 103B.3363

Subd.2. Priority programs; conservation and watershed districts A county may levy amounts necessary to
pay the reasonablecreasedcosts to soil and wateonservation districts and watershed districts of administering
and implementing priority programs identified in an approved and adoptedoplancomprehensive watershed
management plan as defined in section 103B.3363

Sec.3. Minnesota Statutes 201&2ection 103B.3369, subdivision 5, is amended to read:

Subd.5. Financial assistance A base grant may be awarded to a county that provides a match utilizing a water
implementation tax or other local sourcé water implementation tax that a countyeintls to use as a match to the
base grant must be levied at a rstfficient to generate a minimum amowl@termined by the boardThe board
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may award performandeased grants to local units of government that are responsible for implementing elements of
applicable portions of watershed management plans, comprehensive plans, local water management plans, or
comprehensive watershed management plans, developed or amended, adopted and approved, according to chapter
103B, 103C, or 103D Upon request by a lotgovernment unit, the board may also award performéased

grants to local units of government to carry out TMDL implementation plans as provided in chapter 114D, if the
TMDL implementation plan has been incorporated into the local water managemenacgiamding to the
procedures for approving comprehensive plans, watershed management plans, local water management plans, or
comprehensive watershed management plans under chapter 103B, 103C, or 103D, or if the TMDL implementation
plan has undergone a pigbteview process Notwithstanding section 16A.41, the board may award perforrmance
based grants on an advanced badike fee authorized in section 40A.152 may be used as a local match or as a
supplement to state funding to accomplish implementatioromipeehensive plans, watershed management plans,

local water management plans, or comprehensive watershed management plans under chapter 103B, 103C, or 103D.

Sec.4. Minnesota Statutes 2012, section 103C.501, subdivision 4, is amended to read:

Subd.4. Costsharing funds. (a) The state board shall allocatdeast70-percent cbstsharing funds to areas
with high priority erosion, sedimentation, or water quality problems or water quantity problems due to altered
hydrology The areas must be selectebed onthe-statewid@riorities established by the state board

(b) The allocated funds must be used for conservation practices for high priority problems identified in the
comprehensive and annual work plans of the districtis the technicabssistance portion of the grant funds to
leverage federal or other nonstate funds, or to addressplimfity needs identified in local water management
plans or comprehensive watershed management.plans

Sec.5. Minnesota Statute®012, section 103F.405, subdivision 1, is amended to read:

Subdivision 1 Authority . Each statutory or home rule charter city, town, or county that has planning and
zoning authority under sections 366.10 to 366.19, 394.21 to 394.37, or 462.351 t®b462B60uraged to adopt a
soil loss ordinance The soil loss ordinance must use the soil loss tolerance for each soil series described in the
United StatesSeil Natural Resource€onservation Service Field Office Technical Guige another method
approwed by the Board of Water and Soil Resourtesletermine the soil loss limits, but the soil loss limits must be
attainable by the best practicable soil conservation pracreinances adopted by local governmesihin-the
metropolitan-area-defined-section-443-12Must be consistent witlecal-watermanagement-plans-adopted-under
section103B-235 comprehensive plan, local water management plan, or watershed management plan developed or
amended, adopted and approved, according to chapter 103B,dr0BI3D

Sec.6. Minnesota Statutes 2012, section 168.012, subdivision 9, is amended to read:

Subd.9. Manufactured homes and park trailers Manufactured homes and park trailers shall not be taxed as
motor vehicles using the public streets and higysvand shall be exempt from the motor vehicle tax provisions of
this chapter Except as provided in section 273.125, manufactured homes and park trailers shall be taxed as personal
property The provisions of Minnesota Statutes 1957, section 272.08yoother act providing for tax exemption
shall be inapplicable to manufactured homes and park trailers, except such manufactured homes as are held by a
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licensed dealeor limited dealeland exempted as inventompder subdivision 9QaTravel trailers not anspicuously
displaying current registration plates on the property tax assessment date shall be taxed as manufactured homes if
occupied as human dwelling places.

EFFECTIVE DATE . This section is effective for taxes payable in 2014 and thereafter.

Sec.7. Minnesota Statutes 2012, section 168.012, is amended by adding a subdivision to read:

Subd.9a Manufactured home as dealer inventory Manufactured homes as defined in section 327.31,
subdivision 6, shall be considered as dealer inventory if the lme

(1) listed as inventory and held by a licensed or limited dealer;

(2) unoccupied and not available for rent;

(3) may or may not be permanently connected to utilities when located in a manufactured park; and

(4) may or may not be temporaridépnnected to utilities when located at a dealer's sales center.

EFFECTIVE DATE . This section is effective for taxes payable in 2014 and thereafter.

Sec.8. Minnesota Statutes 2012, section 272.02, subdivision 39, is amended to read:

Subd.39. Economic development; public purpose The holding of property by a political subdivision of the
state for later resale for economic development purposes shall be considered a public purpose in accordance with
subdivision 8 for a period not to exceed nine yeaxgept that for property located in a city &000 20,000
population or under that is located outside of the metropolitan area as defined in section 473.121, subdivision 2, the
period must not exceed 15 years.

The holding of property by a political subdion of the state for later resale (1) which is purchased or held for
housing purposes, or (2) which meets the conditions described in section 469.174, subdivision 10, shall be
considered a public purpose in accordance with subdivision 8.

The governingbody of the political subdivision which acquires property which is subject to this subdivision
shall after the purchase of the property certify to the city or county assessor whether the property is held for
economic development purposes or housing pugyose whether it meets the conditions of section 469.174,
subdivision 10 If the property is acquired for economic development purposes and buildings or other improvements
are constructed after acquisition of the property, and if more thaimalhef thefloor space of the buildings or
improvements which is available for lease to or use by a private individual, corporation, or other entity is leased to
or otherwise used by a private individual, corporation, or other entity the provisions of this sohdébiall not
apply to the property This subdivision shall not create an exemption from section 272.01, subdivision 2; 272.68;
273.19; or 469.040, subdivision 3; or other provision of law providing for the taxation of or for payments in lieu of
taxes forpublicly held property which is leased, loaned, or otherwise made available and used by a private person.

EFFECTIVE DATE . This section is effective for assessment year 2013 and thereafter and for taxes payable in
2014 and thereafter.

Sec.9. MinnesotaStatutes 2012, section 272.02, is amended by adding a subdivision to read:

Subd.98. Certain property owned by an Indian tribe. (a) Property is exempt that:

(1) was classified as 3a under section 273.13, subdivision 24, for taxes payable in 2013;
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(2) is located in a city of the first class with a population greater than 300,000 as of the 2010 federal census;

(3) is owned and occupied directly or indirectly by a federally recognized Indian tribe within the state of
Minnesota; and

(4) is usedexclusively for tribal purposes or institutions of public charity as defined in subdivision 7.

(b) For purposes of this subdivision, a "tribal purpose” is a public purpose as defined in subdivision 8 and
includes noncommercial tribal government activitie®roperty that qualifies for the exemption under this
subdivision is limited to no more than two contiguous parcels and structures that do not exceed in the aggregate
20,000 square feetProperty acquired for singamily housing, marketate apartments, agriculture, or forestry
does not qualify for this exemptioThe exemption created by this subdivision expires with taxes payable in 2024.

EFFECTIVE DATE . This section is effective beginning with taxes payable in 2014.

Sec.10. MinnesotaStatutes 2012, section 272.02, is amended by adding a subdivision to read:

Subd.99. Public entertainment facility; property tax exemption; special assessmentAny real or personal
property acquired, owned, leased, controlled, used, or occupied bst &léiss city for the primary purpose of
providing an arena for a professional basketball team is declared to be acquired, owned, leased, controlled, used, and
occupied for public, governmental, and municipal purposes, and is exempt from ad valorem taxéte state or
any political subdivision of the state, provided that the properties are subject to special assessments levied by a
political subdivision for a local improvement in amounts proportionate to and not exceeding the special benefit
received ly the properties from the improvemenrth determining the special benefit received by the properties, no
possible use of any of the properties in any manner different from their intended use for providing a professional
basketball arena at the time maydmnsidered Notwithstanding section 272.01, subdivision 2, or 273.19, real or
personal property subject to a lease or use agreement between the city and another person for uses related to the
purposes of the operation of the arena is exempt from taxatiandless of the length of the lease or use agreement
This section, insofar as it provides an exemption or special treatment, does not apply to any real property that is
leased for residential, business, or commercial development, or to a restaatrembfgen for general business more
than 200 days a year, or for other purposes different from those necessary to the provision and operation of the arena.

EFFECTIVE DATE . This section is effective beginning with assessment year 2013.

Sec.11. Minnesda Statutes 2012, section 272.02, is amended by adding a subdivision to read:

Subd.100. Public entertainment facility; property tax exemption; special assessmentAny real or personal
property acquired, owned, leased, controlled, used, or occupiedfitst alass city for the primary purpose of
providing a ball park for a minor league baseball team is declared to be acquired, owned, leased, controlled, used,
and occupied for public, governmental, and municipal purposes, and is exempt from ad valatiem by the state
or any political subdivision of the state, provided that the properties are subject to special assessments levied by a
political subdivision for a local improvement in amounts proportionate to and not exceeding the special benefit
receved by the properties from the improvemeirn determining the special benefit received by the properties, no
possible use of any of the properties in any manner different from their intended use for providing a minor league
ballpark at the time may be msidered Notwithstanding section 272.01, subdivision 2, or 273.19, real or personal
property subject to a lease or use agreement between the city and another person for uses related to the purposes of
the operation of the ballpark and related parkindlifies is exempt from taxation regardless of the length of the
lease or use agreemerthis section, insofar as it provides an exemption or special treatment, does not apply to any
real property that is leased for residential, business, or commercelbgdment or other purposes different from
those necessary to the provision and operation of the ball park.

EFFECTIVE DATE . This section is effective beginning with assessment year 2013.
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Sec.12. Minnesota Statutes 2012, section 272.02, is amended mgaaldubdivision to read:

Subd.101 Electric generation facility; personal property. (a) Notwithstanding subdivision 9, clause (a), and
section 453.54, subdivision 20, attached machinery and other personal property which is part of an electric
generabn facility that exceeds five megawatts of installed capacity and meets the requirements of this subdivision
is exempt At the time of construction, the facility must be:

(1) designed to utilize natural gas as a primary fuel;

(2) owned and operated hymunicipal power agency as defined in section 453.52, subdivision 8;

(3) designed to utilize reciprocating engines paired with generators to produce electrical power;

(4) located within the service territory of a municipal power agency's electricacipainitility that serves load
exclusively in a metropolitan county as defined in section 473.121, subdivision 4; and

(5) designed to connect directly with a municipality's substation.

(b) Construction of the facility must be commenced after June 1,, 201883 before June 1, 201 Property
eligible for this exemption does not include electric transmission lines and interconnections or gas pipelines and
interconnections appurtenant to the property or the facility.

EFFECTIVE DATE . This section is effect® for assessment year 2013, taxes payable in 2014, and thereafter.

Sec.13. Minnesota Statutes 2012, section 273.11, is amended by adding a subdivision to read:

Subd.24. Valuation limit for class 4d property. Notwithstanding the provisions of subdiidn 1, the taxable
value of any property classified as class 4d under section 273.13, subdivision 25, is limited as provided under this
section For assessment year 2013, the value may not exceed $100,000 times the number of dwellif@munits
subsequat years, the limit is adjusted each year by the average statewide change in estimated market value of
property classified as class 4a and 4d under section 273.13, subdivision 25, for the previous assessment year,
excluding valuation change due to new d¢oustion, rounded to the nearest $1,0B&qginning with assessment year
2014, the commissioner of revenue must certify the limit for each assessment year by November 1 of the previous year.

EFFECTIVE DATE . This section is effective beginning with assaesat year 2013.

Sec.14. Minnesota Statutes 2012, section 279.01, subdivision 1, is amended to read:

Subdivision 1 Due dates; penalties Except as provided isubdivisionsubdivisions3 er4to 5 on May 16 or
21 days after the postmark date on theedope containing the property tax statement, whichever is later, a penalty
accrues and thereafter is charged upon all unpaid taxes on real estate on the current lists in the hands of the county
treasurer The penalty is at a rate of two percent on hdesb property until May 31 and four percent on June 1
The penalty on nonhomestead property is at a rate of four percent until May 31 and eight percent o lise 1
penalty does not accrue until June 1 of each year, or 21 days after the postmarktbatenvelope containing the
property tax statements, whichever is later, on commercial use real property used for seasonal residential
recreational purposes and classified as class 1c or 4c, and on other commercial use real property classified as class
3a, provided that over 60 percent of the gross income earned by the enterprise on the class 3a property is earned
during the months of May, June, July, and Augustorder for the first half of the tax due on class 3a property to be
paid after May 15 anflefore June 1, or 21 days after the postmark date on the envelope containing the property tax
statement, whichever is later, without penalty, the owner of the property must attach an affidavit to the payment
attesting to compliance with the income prowsisiof this subdivision Thereafter, for both homestead and
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nonhomestead property, on the first day of each month beginning July 1, up to and including October 1 following,
an additional penalty of one percent for each month accrues and is chargeduch ahaid taxes provided that if

the due date was extended beyond May 15 as the result of any delay in mailing property tax statements no additional
penalty shall accrue if the tax is paid by the extended due Hatee tax is not paid by the extenddde date, then

all penalties that would have accrued if the due date had been May 15 shall be.cWéngadhe taxes against any

tract or lot exceed $100, otalf thereof may be paid prior to May 16 or 21 days after the postmark date on the
envelope cotaining the property tax statement, whichever is later; and, if so paid, no penalty attaches; the remaining
onehalf may be paid at any time prior to October 16 following, without penalty; but, if not so paid, then a penalty of
two percent accrues theredor homestead property and a penalty of four percent on nonhomestead property
Thereafter, for homestead property, on the first day of November an additional penalty of four percent accrues and
on the first day of December following, an additional penaftywo percent accrues and is charged on all such
unpaid taxes Thereafter, for nonhomestead property, on the first day of November and December following, an
additional penalty of four percent for each month accrues and is charged on all such umgzaitf tzoe-half of

such taxes are not paid prior to May 16 or 21 days after the postmark date on the envelope containing the property
tax statement, whichever is later, the same may be paid at any time prior to October 16, with accrued penalties to the
date of payment added, and thereupon no penalty attaches to the remainhafamdil October 16 following.

This section applies to payment of personal property taxes assessed against improvements to leased property,
except as provided by section 277.8dbdivision 3.

A county may provide by resolution that in the case of a property owner that has multiple tracts or parcels with
aggregate taxes exceeding $100, payments may be made in installments as provided in this subdivision.

The county treasuremay accept payments of more or less than the exact amount of a tax installment due
Payments must be applied first to the oldest installment that is due but which has not been fulfytipa@ccepted
payment is less than the amount due, payments bausipplied first to the penalty accrued for the year or the
installment being paidAcceptance of partial payment of tax does not constitute a waiver of the minimum payment
required as a condition for filing an appeal under section 278.03 or any otherdadoes it affect the order of
payment of delinquent taxes under section 280.39.

Sec.15. Minnesota Statutes 2012, section 279.01, is amended by adding a subdivision to read:

Subd.5. Federal active service exceptianIn the case of a homesteadperty owned by an individual who is
on federal active service, as defined in section 190.05, subdivision 5c, as a member of the National Guard or a
reserve component, a simonth grace period is granted for complying with the due dates imposed by sobdlvis
During this period, no late fees or penalties shall accrue against the propleetylue date for property taxes owed
under this chapter for an individual covered by this subdivision shall be November 16 for taxes due on May 16, and
April 16 of the following year for taxes due on October. 18 taxpayer making a payment under this subdivision
must accompany the payment with a signed copy of the taxpayer's orders or form DD214 showing the dates of
active service which clearly indicate that the taggzavas in active service as a member of the National Guard or a
reserve component on the date the payment was This grace period applies to all homestead property owned by
individuals on federal active service, as herein defined, for all of thaegygspdue dates which fall on a day that is
included in the taxpayer's federal active service.

Sec.16. Minnesota Statutes 2012, section 279.02, is amended to read:
279.02 DUTIES OF COUNTY AUDITOR AND TREASURER.
Subdivision 1 Delinquent property; rates On the first business day in January, of each year, the county

treasurer shall return the tax lists on hand to the county auditor, who shall compare the same with the statements
receipted for by the treasurer on file in the auditor's office and teachor lot of real property against which the
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taxes, or any part thereof, remain unpaid, shall be deemed delinquent, and thereupon an additional penalty of two
percent on the amount of the original tax remaining unpaid shall immediately accrue aritethieeecharged upon

all such delinquent taxes; and any auditor who shall make out and deliver any statement of delinquent taxes without
including therein the penalties imposed by law, and any treasurer who shall receive payment of such taxes without
including in such payment all items as shown on the auditor's statement, shall be liable to the county for the amounts
of any items omitted.

Subd.2. Federal active service exception Notwithstanding subdivision 1, a homestead property owned by an
individualwho is on federal active service, as defined in section 190.05, subdivision 5¢, as a member of the National
Guard or a reserve component, shall not be deemed delinquent under this section if the due dates imposed under
section 279.01 fall on a day in whit¢he individual was on federal active service.

Sec.17. Minnesota Statutes 2012, section 287.05, is amended by adding a subdivision to read:

Subd.10. Hennepin and Ramsey Counties For properties located in Hennepin and Ramsey Counties, the
countymay impose an additional mortgage registry tax as defined in sections 383A.80 and 383B.80.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.18. [287.40] HENNEPIN AND RAMSEY COUNTIES.

For properties located in Hennepiimd Ramsey Counties, the county may impose an additional deed tax as
defined in sections 383A.80 and 383B.80.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.19. Laws 1988, chapter 645, section 3, as amended by La98 thapter 243, article 6, section 9, Laws
2000, chapter 490, article 6, section 15, and Laws 2008, chapter 154, article 2, section 30, is amended to read:

Sec.3. TAX; PAYMENT OF EXPENSES.
(a) The tax levied by the hospital district under MinnesotduBts, section 447.34, must not be levied at a rate
that exceeds the amount authorized to be levied under that seGti@enproceeds of the tax may be used for all

purposes of the hospital district, except as provided in paragraph (b).

(b) 0.015 percentf taxable market value of the tax in paragraph (a) may besadely by the Cook ambulance
service and the Orr ambulance serimethe purpose ofapital-expenditures-as-itrelates to

(1) ambulance acquisitions for the Cook ambulance service ar@rtlambulance servicand-net

(2) attached and portable equipment for use in and for the ambulances; and

(3) parts and replacement parts for maintenance and repair of the ambulances.

The money may not be uséat administrative operationpr salary &penses.

(c) The part of the levy referred to in paragraph (b) must be administered by the Cook Hospital and passed on
gual amoun tdlrectly to the Cook area ambulance service board and the C|ty of Orhedbm-trust-unti-unding
A ussdifer the

purposes in paraqraph (b)
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Sec.20. Laws 1999, chapter 243, article 6, section 11, is amended to read:

Sec.1l. CEMETERY LEVY FOR SAWYER BY CARLTON COUNTY.

Subdivision—1—Levyautherized—Notwithstanding other law to the contrary, the Carlton county board of
commissioners magnnuallylevy in and for the unorgamzﬂdwnshﬂ) erritory of Sawyer an amouMp4e$1—990
anndallyfor cemetery purposebeginnimg-w '

Subd.2Effective-date-This-section-is-effective June-1,-1999, withoutlocalapproval.

EFFECTIVE DATE; LOCAL APPROVAL . This section applies to taxes payable in 2014 and theremfigbr,
is effective the day after the Carlton county board of commissioners and its chief clerical officer timely complete
their compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.21. Laws 2008, chapter 366, article 5, secti@tBe effective date, is amended to read:

EFFECTIVE DATE . This section is effective for taxes levied in 2008, payable in 2009, and is repealed
effective for taxes levied 80132018 payable iR20142019 and thereafter.

EFFECTIVE DATE . This sectioris effective beginning with taxes payable in 2014.

Sec.22. Laws 2010, chapter 389, article 1, section 12, the effective date, is amended to read:

EFFECTIVE DATE . This section is effective for assessmgeéarsyear2010 and2011fertaxespayable in
2011-and-201 hereafter

EFFECTIVE DATE . This section is effective for assessment year 2012 and thereafter.

Sec.23. MINNEAPOLIS AND ST.PAUL; ENTERTAINMENT FACILITIES COORDINATION.

(a) On or before January 1, 2015, the citieStPaul and Minneaglis shall establish a joint governing structure
to coordinate and provide for joint marketing, promotion, and scheduling of conventions and events at the Target
Center and Xcel Energy Center.

(b) On or before February 1, 2014, the citiesSofPaul andVinneapolis, and representatives from the primary
professional sports team tenant of each facility, shall also study and report to the legislature on creating a joint
governing structure to provide for joint administration, financing, and operations fdditites and the possible
effects of joint governance on the finances of each facility and eachTéitystudy under this paragraph must:

(1) examine the current finances of each facility, including past and projected costs and revenues; projected
capital improvements; and the current and projected impact of each facility on the city's general fund;

(2) determine the impacts of joint governance on the future finances of each facility and city;

(3) examine the inclusion of other entertainment venoeghe joint governance, and the impact the inclusion of
those facilities would have on all the facilities within the joint governing structure and the cities in which they are
located; and

(4) consider the amount of city, regional, and state fundiramy, that would be required to fund and operate the
facilities under a joint governing structure.
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(c) In considering joint governing structures under paragraph (b), the study shall specifically consider the
feasibility of joining the Target Center andetiXcel Energy Center, and possibly other venues, to the Minnesota
Sports Facilities Authority under Minnesota Statutes, section 473J.08

(d) Representatives of the cities and the primary professional sports team tenants of each facility shall meet
within 30 days of the effective date of this section to begin implementation of this section.

EFFECTIVE DATE . This section is effective the day following final enactment upon compliance with the
provisions of Minnesota Statutes, section 645.021, subdivigiomsd 3, by the governing bodies of the cities of
St. Paul and Minneapolis and their chief clerical officers, and provided that, notwithstanding the time limits under
Minnesota Statutes, section 645.021, subdivision 3, the certificates of approvalchmitfilehe secretary of state
within 30 days after enactment of this act.

Sec.24. MORATORIUM ON CHANGES IN ASSESSMENT PRACTICE.

(a) An assessor may not deviate from current practices or policies used generally in assessing or determining the
taxable shitus of property used in the production of biofuels, wine, beer, distilled beverages, or dairy products.

(b) An assessor may not change the taxable status of any existing property involved in the industrial processes
identified in paragraph (a), unlesetbhange is made as a result of a change in use of the property, or to correct an
error. For currently taxable properties, the assessor may change the estimated market value of the property.

EFFECTIVE DATE . This section is effective for assessment &3 only.

Sec.25. STUDY AND REPORT ON CERTAIN PROPERTY USED IN BUSINESS AND PRODUCTION.

In order to provide the legislature with information on the assessment of property used in business and
production activities, the commissioner of revenue msuslly the impact of the exception contained in Minnesota
Statutes, section 272.03, subdivision 1(c)(iiilThe commissioner must report a summary of findings and
recommendations to the chairs and ranking minority members of the taxes committees ofttharskhause of
representatives by February 1, 2014.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.26. REIMBURSEMENT FOR PROPERTY TAX ABATEMENTS.

Subdivision 1 Reimbursement The commissioner of revenue shallmbiurse taxing jurisdictions for property
tax abatements granted in Hennepin County under Laws 2011, First Special Session chapter 7, article 5, section 13,
notwithstanding the time limits contained in that sectiohhe reimbursements must be made to et@oting
jurisdiction pursuant to the certification of the Hennepin County auditor.

Subd.2. Appropriation . The amount necessary, not to exceed $400,000, is appropriated to the commissioner
of revenue from the general fund to make the payments requidsd thns section This appropriation does not
cancel but is available until June 30, 2014.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.27. IRON RANGE FISCAL DISPARITIES STUDY.

Subdivision 1 Study required. The commissioner of revenue shall conduct a study of the tax relief area
revenue distribution program contained in Minnesota Statutes, chapter 276A, commonly known as the Iron Range
fiscal disparities programBy February 1, 2015, the commissioner shall sitiameport to the chairs and ranking
minority members of the house of representatives and senate tax committees consisting of the findings of the study
and identification of issues for policy makers to considére study must analyze:
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(1) the extent tovhich the benefits of the economic growth in the region are shared throughout the region,
especially for growth that results from state or regional decisions;

(2) the program's impact on the variability of tax rates across jurisdictions of the region;

(3) the program's impact on the distribution of homestead property tax burdens across jurisdictions of the region; and

(4) the relationship between the impacts of the program and overburden on jurisdictions containing properties
that provide regional bengdi specifically the costs those properties impose on their host jurisdictions in excess of
their tax payments The report must include a description of other property tax, aid, and local development
programs that interact with the fiscal disparities paog

Subd.2. Funds transfer from fiscal disparities levy For taxes payable in 2014 only, $75,000 must be added
to St. Louis County's areawide levy as otherwise determined uvilgresota Statutes, section 276A.06, subdivision 5
Upon receipt of the noceeds of this levySt. Louis County must transfer this money to the commissioner of
management and budget for deposit into an account in the special revenuéOfumdalf of the proceeds of the
levy must be transferred prior to June 30, 2014.

Subd.3. Appropriation . $37,500 in fiscal year 2014 and $37,500 in fiscal year 2015 are appropriated from the
account in the special revenue fund established under subdivision 2 to the commissioner of revenue to pay for the
study required by this sectiony amounts remaining in the account in the special revenue fund on June 30, 2015,
must be distributed t8t. Louis County for the purposes of reducing the areawide tax rate for taxes payable in 2016.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.28. REPEALER.

(a) Minnesota Statutes 2012, sections 428A.101; and 428At2Tepealed.

(b) Minnesota Statutes 2012, sections 383A.80, subdivision 4; and 383B.80, subdivaiemephealed.

EFFECTIVE DATE . This section is effective the day lmlving final enactment, and paragraph (b) reinstates
the authority for Hennepin and Ramsey Counties to impose the additional mortgage registry and deed tax effective
for deeds and mortgages executed on or after July 1, 2013.

ARTICLE 5
SPECIAL TAXES

Section 1 Minnesota Statutes 2012, section 270C.56, subdivision 1, is amended to read:

Subdivision 1 Liability imposed. A person who, either singly or jointly with others, has the control of,
supervision of, or responsibility for filing returns opoets, paying taxes, or collecting or withholding and remitting
taxes and who fails to do so, or a person who is liable under any other law, is liable for the payment of taxes arising
under chapters 295, 296A, 297A, 297F, and 297G, or se@E8658,290.92,and 297E.02, and the applicable
penalties and interest on those taxes.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.2. [295.61] SPORTS MEMORABILIA GROSS RECEIPTS TAX.

Subdivision 1 Definitions. (a) For purposes of thisection, the following terms have the meanings given,
unless the context clearly indicates otherwise.
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(b) "Commissioner" means the commissioner of revenue.

(c) "Sale" means a transfer of title or possession of tangible personal property, whether gbsolutel
conditionally.

(d) "Sports memorabilia" means items available for sale to the public that are sold under a license granted by any
professional sports league or a team that is a franchise of a professional sports league, or an affiliate oraubsidiary
a league or a team, including:

(1) oneof-a-kind items related to sports figures, teams, or events;

(2) trading cards;
(3) photographs;
(4) clothing;

(5) sports event licensed items;

(6) sports equipment; and

(7) similar items.

(e) "Wholesale" p"sale at wholesale" means a sale to a retailer, as defined in section 297A.61, subdivision 9,
for the purpose of reselling the property to a third party.

(f) "Wholesaler" means any person making wholesale sales of sports memorabilia to purchasstati the

Subd.2. Imposition. A tax is imposed on each sale at wholesale of sports memorabilia equal to ten percent of
the gross revenues from the sale.

Subd.3. Estimated payments; annual return (a) Each wholesaler must make estimated payments of the tax
for the calendar year to the commissioner in quarterly installments by April 15, July 15, October 15, and January 15
of the following calendar year. Estimated tax payments are not requiredtdixtfer the calendar year is less than
$500. An underpayment of estimated installments bears interest at the rate specified in section 270C.40, from the due
date of the payment until paid or until the due date of the annual return at the rate spesdigitbn 270C.40. An
underpayment of an estimated installment is the difference between the amount paid and the lesser of (1) 90 percent
of onequatrter of the tax for the calendar year, or (2) the tax for the actual gross revenues received durirtgrthe qua

(b) A taxpayer with an aggregate tax liability of $10,000 or more during a fiscal year ending June 30, must remit
all liabilities by funds transfer as defined in section 3361404, paragraph (a), in the next calendar yddre funds
transfer paymet date, as defined in section 336-481, is on or before the first funtéinsfer business day after the
date the tax is due.

(c) The taxpayer must file an annual return reconciling the estimated payments by March 15 of the following
calendar year.

(d) The estimated payments and annual return must contain the information and be in the form prescribed by the
commissioner.
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Subd.4. Compensating use tax If the tax is not paid under subdivision 2, a compensating tax is imposed on
possession for sale osel of sports memorabilia in the stafEhe rate of tax equals the rate under subdivision 2, and
must be paid by the possessor of the items.

Subd.5. Administrative provisions. Unless specifically provided otherwise by this section, the audit,
assessménrefund, penalty, interest, enforcement, collection remedies, appeal, and administrative provisions of
chapters 270C and 289A that apply to taxes imposed under chapter 297A apply to taxes imposed under this section.

Subd.6. Disposition of revenues.The commissioner shall deposit the revenues from the tax in the general fund.

EFFECTIVE DATE . This section is effective for sales made after June 30, 2013.

Sec.3. Minnesota Statutes 2012, section 297F.01, subdivision 3, is amended to read:

Subd.3. Cigarette. "Cigarette" means any roll for smoking made wholly or in part of tohabed weighs 4.5
pounds or less per thousand:

(1) the wrapper or cover of which is made of paper or another substance or material except tmbacco

(2) wrapped in angubstance containing tobacco, however labeled or named, which, because of its appearance,
size, the type of tobacco used in the filler, or its packaging, pricing, marketing, or labeling, is likely to be offered to
or purchased by consumers as a cigaratajefined in clause (1), unless it is wrapped in whole tobacco leaf and
does not have a cellulose acetate or other cigdiettdilter.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.4. Minnesota Statutes 2012, section 297F.04mended by adding a subdivision to read:

Subd.10b Moist snuff. "Moist snuff' means any finely cut, ground, or powdered smokeless tobacco that is
intended to be placed or dipped in the mouth.

Sec.5. Minnesota Statutes 2012, section 297F.01, subdivit9, is amended to read:

Subd.19. Tobacco products "Tobacco products" means any product containing, made, or derived from
tobacco that is intended for human consumption, whether chewed, smoked, absorbed, dissolved, inhaled, snorted,
sniffed, or ing@sted by any other means, or any component, part, or accessory of a tobacco product, including, but
not limited to, cigarslittle—cigars; cheroots; stogies; periques; granulated, plug cut, crimp cut, ready rubbed, and
other smoking tobacco; snuff; snufédir; cavendish; plug and twist tobacco; fiogt and other chewing tobacco;
shorts; refuse scraps, clippings, cuttings and sweepings of tobacco, and other kinds and forms of tobacco; but does
not include cigarettes as defined in this sectidrobacco prducts excludes any tobacco product that has been
approved by the United States Food and Drug Administration for sale as a tobacco cessation product, as a tobacco
dependence product, or for other medical purposes, and is being marketed and sold satblyfoapproved purpose.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.6. Minnesota Statutes 2012, section 297F.05, subdivision 1, is amended to read:

Subdivision 1 Rates; cigarettes A tax is imposed upon the sale of cigaretteshis state, upon having
cigarettes in possession in this state with intent to sell, upon any person engaged in business as a distributor, and
upon the use or storage by consumers, at the following rates:
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(1) on cigarettes weighing not more than three popedshousand24 141.5mills on each such cigarette; and
(2) on cigarettes weighing more than three pounds per thou&&g83 mills on each such cigarette.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.7. Minnesota Statutes 2012ection 297F.05, is amended by adding a subdivision to read:

Subd.la Annual indexing. (a) Each year the commissioner shall adjust the tax rates under subdivision 1,
including any adjustment made in prior years under this subdivision, by multiplyénmithrates for the current
calendar year by an adjustment fact@rhe adjustment factor equals theligu sales tax rate that applies to the
following calendar year divided by the-lieu sales tax rate for the current calendar yelor purposes ofhis
subdivision, "inlieu sales tax rate"” means the tax rate established under section 297F.25, subdivision 1, in tenths of

a cent per pack.

(b) The commissioner shall publish the resulting rate by November 1 and the rate applies to sales made on or
afterJanuary 1 of the following year.

(c) The determination of the commissioner under this subdivision is not a rule and is not subject to the
Administrative Procedure Act in chapter 14.

Sec.8. Minnesota Statutes 2012, section 297F.05, subdivisioraBnénded to read:

Subd.3. Rates; tobacco products (a) A tax is imposed upon all tobacco products in this state and upon any
person engaged in business as a distributor, at the r@&9% percent of the wholesale sales price of the tobacco
products The tax is imposed at the time the distributor:

(1) brings, or causes to be brought, into this state from outside the state tobacco products for sale;

(2) makes, manufactures, or fabricates tobacco products in this state for sale in this state; or

(3) ships or transports tobacco products to retailers in this state, to be sold by those retailers.

(b) Notwithstanding paragraph (a), a minimum tax equal to the rate imposed on a pack of 20 cigarettes weighing

not more than three pounds per thousand, ablestad under subdivision 1, is imposed on each container of moist
snuff.

For purposes of this subdivision, a "container" means the smallest corsiamenn, package, or other container
that is marketed or packaged by the manufacturer, distributcetailer for separate sale to a retail purchaser.

EFFECTIVE DATE . This section is effective July 1, 2013, except the minimum tax under paragraph (b) is
effective January 1, 2014.

Sec.9. Minnesota Statutes 2012, section 297F.05, subdivision 4, is athemdead:

Subd.4. Use tax; tobacco products A tax is imposed upon the use or storage by consumers of tobacco
products in this state, and upon such consumers, at the ra&98f percent of the cost to the consumer of the
tobacco producter theminimum tax under subdivision 3, paragraph (b), whichever is greater

EFFECTIVE DATE . This section is effective July 1, 2013.
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Sec.10. Minnesota Statutes 2012, section 297F.24, subdivision 1, is amended to read:

Subdivision 1 Fee imposed (a) A feeis imposed upon the sale of nonsettlement cigarettes in this state, upon
having nonsettlement cigarettes in possession in this state with intent to sell, upon any person engaged in business as
a distributor, and upon the use or storage by consumers dadttiement cigarettesThe fee equals a rate ®f752.5
cents per cigarette.

(b) The purpose of this fee is to:

(1) ensure that manufacturers of nonsettlement cigarettes pay fees to the state that are comparable to costs
attributable to the use of th@arettes;

(2) prevent manufacturers of nonsettlement cigarettes from undermining the state's policy of discouraging
underage smoking by offering nonsettlement cigarettes at prices substantially below the cigarettes of other
manufacturers; and

(3) fund sich other purposes as the legislature determines appropriate.
Sec.11. Minnesota Statutes 2012, section 297F.25, subdivision 1, is amended to read:

Subdivision 1 Imposition. (a) A tax is imposed on distributors on the sale of cigarettes by a digarett
distributor to a retailer or cigarette subjobber for resale in this stdtte tax is equal t6-5-percent-ofhe combined
tax rate under section 297A.62, multiplied thy weighted average retail price and must be expressed in cents per
pack rounded tdhe nearest ongenth of a cent The weighted average retail price must be determined annually,
with new rates published by November 1, and effective for sales on or after January 1 of the followiribhgear
weighted average retail price must be estdkld by surveying cigarette retailers statewide in a manner and time
determined by the commissioneifhe commissioner shall make an inflation adjustment in accordance with the
Consumer Price Index for all urban consumers inflation indicator as publishébg most recent state budget
forecast The commissioner shall use the inflation factor for the calendar year in which the new tax rate takes effect
If the survey indicates that the average retail price of cigarettes has not increased relatiesdcatiesretail price
in the previous year's survey, then the commissioner shall not make an inflation adjustheedetermination of
the commissioner pursuant to this subdivision is not a "rule" and is not subject to the Administrative Procedure Act
contained in chapter 14 For packs of cigarettes with other than 20 cigarettes, the tax must be adjusted
proportionally.

(b) Notwithstanding paragraph (a), and in lieu of a survey of cigarette retailers, the tax calculation of the
weighted average retail ipe for the sales of cigarettes from August 1, 2011, through December 31, 2011, shall be
calculated by: (1) increasing the average retail price per pack of 20 cigarettes from the most recent survey by the
percentage change in a weighted average of treapred legal prices for cigarettes during the year after completion
of that survey, as reported and published by the Department of Commerce under section 325D.371; (2) subtracting
the sales tax included in the retail price; and (3) adjusting for expedtatiom The rate must be published by
May 1 and is effective for sales after July 31. If the weighted average of the presumed legal prices indicates that the average
retail price of cigarettes has not increased relative to the average retail prieariosthrecent survey, then no inflation
adjustment must be made. For packs of cigarettes with other than 20 cigarettes, the tax must be adjusted proportionally.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.12. Minnesota Statutes 2012ection 297G.03, subdivision 1, is amended to read:

Subdivision 1 General rate; distilled spirits and wine The following excise tax is imposed on all distilled
spirits and wine manufactured, imported, sold, or possessed in this state:
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Standard Metric
(a) Distilled spirits, liqueurs, cordials, and specialt
regardless of alcohol content (excluding ethyl alcohol) $5-0311.02per gallon $1332.91 per liter
(b) Wine containing 14 percent or less alcohol by volu
(except cider as defined in section 297G.01, subdivision 3i $-302.08per gallon $-08.55 per liter
(c) Wine containing more than 14 percent but not more
21 percent alcohol by volume $.952.73per gallon $.25.72per liter
(d) Wine containing more than 21 percent but not more 1
24 percent alcohol by volume $1.823.64per gallon $.48 .97 per liter

(e) Wine containing more than 24 percent alcohol by volun ~ $3:525.34per gallon $:931.42per liter

(f) Natural and artificial sparkling wines containing alcohol $1.823.60per gallon $-48.95per liter
(9) Cider as defined in section 297G.01, subdivision 3a $-151.93per gallon $:04 .51 per liter
(h) Low-alcohol dairy cocktails $.081.36per gallon $.02.36 per liter

In computing the tax on a package of distilled spirits or wine, a proportional tax at a like rate on all fractional
parts of a gallon or liter must be paid, except that thetea fractional part of a gallon less than 1/16 of a gallon is
the same as for 1/16 of a gallon.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.13. Minnesota Statutes 2012, section 297G.03, is amended by adding a subdivision to read:

Subd.5. Small winery credit. (a) A qualified winery is entitled to a tax credit of $2.08 per gallon on 50,000
gallons sold in any fiscal year beginning July Qualified wineries may take the credit on the 18th day of each
month, but the total creditlawed may not exceed in any fiscal year the lesser of:

(1) the liability for tax; or

(2) $104,000.

(b) For purposes of this subdivision, a "qualified winery" means a winery, whether or not located in this state,
producing less than 100,000 gallons dfsvin the calendar year immediately preceding the calendar year for which
the credit under this subdivision is claimelth determining the humber of gallons, all brands or labels of a winery
must be combinedAll facilities for the production of wine omed or controlled by the same person, corporation, or
other entity must be treated as a single winery.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.14. Minnesota Statutes 2012, section 297G.04, is amended to read:
297G.04 FERMENTED MALT BEVERAGES; RATE OF TAX.

Subdivision 1 Tax imposed The following excise tax is imposed on all fermented malt beverages that are
imported, directly or indirectly sold, or possessed in this state:
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(1) on fermented malt beverages containing not mone 32 percent alcohol by weigt$#2-40$25.55per 31
gallon barrel; and

(2) on fermented malt beverages containing more than 3.2 percent alcohol byS&esg$27.75per 3tgallon barrel.

For fractions of a 3hallon barrel, the tax rate is calculafgwportionally.

Subd.2. Tax credit. A qualified brewer producing fermented malt beverages is entitled to a tax cr&digof
$27.75per barrel or25;00050,000barrels sold in any fiscal year beginning July 1, regardless of the alcohol content
of the product Qualified brewers may take the credit on the 18th day of each month, but the total credit allowed
may not exceed in any fiscal year the lesser of:

(2) the liability for tax; or

(2) $115;00061,387,500

For purposes of this subdivision, a "qualified brewer" means a brewer, whether or not located in this state,
manufacturing less thab06,000200,000barrels of fermented malt beverages in the calendar year immediately
preceding the calendar year for which the credit under this subdivision is claimet&termining the number of
barrels, all brands or labels of a brewer must be combidddfacilities for the manufacture of fermented malt
beverages owned or controlled by the same person, corporation, or other entity must be treated as a single brewer.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.15. Minnesota Statutes 2012, secti325D.32, subdivision 2, is amended to read:

Subd.2. Cigarettes "Cigarettes" means and includes any roll for smoking, made wholly or in part of tobacco,
irrespective of size and shape and whether or not such tobacco is flavored, adulterated ovitmigegt other
ingredient, the wrapper or cover of which is made of paper or any other substance or materialfeded¢pbacco
leaf, and includes any cigarette as defined in section 297F.01, subdivision 3

EFFECTIVE DATE . This section is effective Jul, 2013.

Sec.16. FLOOR STOCKS TAX.

Subdivision 1 Cigarettes (a) A floor stocks tax is imposed on every person engaged in the business in this
state as a distributor, retailer, subjobber, vendor, manufacturer, or manufacturer's representative of cigarettes, on the
stamped cigarettes and unaffixed stamps in the psrgmssession or under the person's control at F2rlon
July 1, 2013 The tax is imposed at the rate of 80 mills on each cigarette.

(b) Each distributor, on or before July 11, 2013, shall file a return with the commissioner of revenue, in the form
the commissioner prescribes, showing the stamped cigarettes and unaffixed stamps on hand aanl@rD1
July1,2013, and the amount of tax due on the cigarettes and unaffixed st&agls retailer, subjobber, vendor,
manufacturer, or manufacturer's regentative, on or before July 11, 2013, shall file a return with the commissioner,
in the form the commissioner prescribes, showing the cigarettes on hand agid:0h July 1, 2013, and the
amount of tax due on the cigarettesThe tax imposed by thisection is due anghayable on or before
August8, 2013, and after that date bears interest at the rate of one percent per month.

Subd.2. Audit and enforcement The tax imposed by this section is subject to the audit, assessment, interest,
appeal, refod, penalty, enforcement, administrative, and collection provisions of Minnesota Statutes, chapters 270C
and 297F The commissioner of revenue may require a distributor to receive and maintain copies of floor stocks fee
returns filed by all persons reqtieg a credit for returned cigarettes.
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Subd.3. Deposit of proceeds The commissioner of revenue shall deposit the revenues from the tax under this
section in the state treasury and credit them to the general fund.

EFFECTIVE DATE . This section is effaoe July 1, 2013.

Sec.17. INTERIM SALES TAX RATE.

Notwithstanding the provisions of Minnesota Statutes, section 297F.25, the commissioner shall adjust the
weighted average retail price in section 297F.25, subdivision 1, on July 1, 2013, to refifgiteéhchanges under
this act This weighted average shall be used to compute cigarette sales tax under Minnesota Statutes, section
297F.25, subdivision 1, until December 31, 2013, when the commissioner shall resume annual adjustments to the
weighted aveage sales priceThe commissioner's determination of the adjustment that takes effect on January 1,
2014, must be limited to the change in the weighted average retail that occurs during calendar year 2013 but after

July 15, 2013.

EFFECTIVE DATE . This setion is effective July 1, 2013.

Sec.18. TOBACCO TAX COLLECTION REPORT.

Subdivision 1 Report to legislature. (a) The commissioner of revenue shall report to the 2014 legislature on
the tobacco tax collection system, including recommendations t@wmmompliance under the excise tax for both
cigarettes and other tobacco product®he purpose of the report is to provide information and guidance to the
legislature on improvements to the tobacco tax collection system to:

(1) provide a unified systewf collecting both the cigarette and other tobacco taxes, regardless of category, size,
or shape, that ensures the highest reasonable rates of tax collection;

(2) discourage tax evasion; and

(3) help to prevent illegal sale of tobacco products, which melye these products more accessible to youth.

(b) In the report, the commissioner shall:

(1) provide a detailed review of the present excise tax collection and compliance system as it applies to both
cigarettes and other tobacco producfBhis must intude an assessment of the levels of compliance for each
category of products and the effect of the stamping requirement on compliance for each category of products and the
effect of the stamping requirement on compliance rates for cigarettes relatihertdofiacco productdt also must
identify any weaknesses in the system;

(2) survey the methods of collection and enforcement used by other states or nations, including identifying and
discussing emerging best practices that ensure tracking of botktteégaand other tobacco products and result in
the highest rates of tax collection and complianthese best practices must consider Higgthnology alternatives,
such as use of bar codes, raftEguency identification tags, or similar mechanismsracking compliance;

(3) evaluate the adequacy and effectiveness of the existing penalties and other sanctions for noncompliance;

(4) evaluate the adequacy of the resources allocated by the state to enforce the tobacco tax and prevention laws; and

(5) make recommendations on implementation of a comprehensive tobacco tax collection system for Minnesota
that can be implemented by January 1, 2014, including:
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(i) recommendations on the specific steps needed to institute and implement the new systenq esiudites
of the state's costs of doing so and any additional personnel requirements;

(i) recommendations on methods to recover the cost of implementing the system from the industry;

(i) evaluation of the extent to which the proposed system iscsufifly flexible and adaptable to adjust to
madifications in the construction, packaging, formatting, and marketing of tobacco products by the industry; and

(iv) recommendations to modify existing penalties or to impose new penalties or other samctaossire
compliance with the system.

Subd.2. Due date The report required by subdivision 1 is due January 1, 2014.

Subd.3. Procedure The report required under this section must be made in the manner provided under
Minnesota Statutes, section 3519n addition, copies must be provided to the chairs and ranking minority members
of the leqislative committees and divisions with jurisdiction over taxation.

Subd.4. Appropriation . (a) $100,000 is appropriated from the general fund to the commissidmevenue
for fiscal year 2014 for the cost of preparing the report under subdivision 1.

(b) The appropriation under this subdivision is a onetime appropriation and is not included in the base budget.

EFFECTIVE DATE . This section is effective the ddollowing final enactment.

Sec.19. REPEALER.

Minnesota Statutes 2012, sections 16A.725; and 256.8668cpealed.

EFFECTIVE DATE . This section is effective July 1, 2013.

ARTICLE 6
INDIVIDUAL INCOME AND CORPORATE FRANCHISE TAXES

Section 1 Minnesota Statutes 2012, section 116J.8737, subdivision 1, is amended to read:

Subdivision 1 Definitions. (a) For the purposes of this section, the following terms have the meanings given.
(b) "Quialified small business" means a business that hasbedied by the commissioner under subdivision 2.
(c) "Qualified investor" means an investor who has been certified by the commissioner under subdivision 3.

(d) "Qualified fund" means a pooled angel investment network fund that has been certifiedttythissioner
under subdivision 4.

(e) "Qualified investment" means a cash investment in a qualified small business of a minimum of:
(1) $10,000 in a calendar year by a qualified investor; or

(2) $30,000 in a calendar year by a qualified fund.
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A qualified investment must be made in exchange for common stock, a partnership or membership interest,
preferred stock, debt with mandatory conversion to equity, or an equivalent ownership interest as determined by the
commissioner.

(f) "Family" means a family nmaber within the meaning of the Internal Revenue Code, section 267(c)(4).

(g) "Pasghrough entity" means a corporation that for the applicable taxable year is treated as an S corporation
or a general partnership, limited partnership, limited liabiiwtnership, trust, or limited liability company and
which for the applicable taxable year is not taxed as a corporation under chapter 290.

(h) "Intern" means a student of an accredited institution of higher education, or a former student who has
graduatd in the past six months from an accredited institution of higher education, who is employed by a qualified
small business in a nonpermanent position for a duration of nine months or less that provides training and
experience in the primary business atyiwf the business.

(i) "Liguidation event" means a conversion of qualified investment for cash, cash and other consideration, or any
other form of equity or debt interest.

EFFECTIVE DATE . This section is effective for qualified small businesses cedtidifter June 30, 2013.

Sec.2. Minnesota Statutes 2012, section 116J.8737, subdivision 2, is amended to read:

Subd.2. Certification of qualified small businesses (a) Businesses may apply to the commissioner for
certification as a qualified small bimess for a calendar yeafhe application must be in the form and be made
under the procedures specified by the commissioner, accompanied by an application fee @fghlisation fees
are deposited in the small business investment tax credit adwatioistaccount in the special revenue funthe
application for certification for 2010 must be made available on the department's Web site by August 1, 2010
Applications for subsequent years' certification must be made available on the departmesitse YeNovember 1
of the preceding year.

(b) Within 30 days of receiving an application for certification under this subdivision, the commissioner must
either certify the business as satisfying the conditions required of a qualified small business, addiienal
information from the business, or reject the application for certificatibrihe commissioner requests additional
information from the business, the commissioner must either certify the business or reject the application within 30
days ofreceiving the additional information|f the commissioner neither certifies the business nor rejects the
application within 30 days of receiving the original application or within 30 days of receiving the additional
information requested, whichever isdat then the application is deemed rejected, and the commissioner must
refund the $150 application feé business that applies for certification and is rejected may reapply.

(c) To receive certification, a business must satisfy all of the folloasdmglitions:
(1) the business has its headquarters in Minnesota;

(2) at least 51 percent of the business's employees are employed in Minnesota, and 51 percent of the business's
total payroll is paid or incurred in the state;

(3) the business is engagex] or is committed to engage in, innovation in Minnesota in one of the following as
its primary business activity:

(i) using proprietary technology to add value to a product, process, or service in a qualifiectigtogy field;
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(ii) researching or desloping a proprietary product, process, or service in a qualifiedtbiiimology field; or

(i) researching, developing, or producing a new proprietary technology for use in the fields of agriculture,
tourism, forestry, mining, manufacturing, toansportation;

(4) other than the activities specifically listed in clause (3), the business is not engaged in real estate
development, insurance, banking, lending, lobbying, political consulting, information technology consulting,
wholesale or retail &de, leisure, hospitality, transportation, construction, ethanol production from corn, or
professional services provided by attorneys, accountants, business consultants, physicians, or health care
consultants;

(5) the business has fewer than 25 employees;

(6) the business must pay its employees annual wages of at least 175 percent of the federal poverty guideline for
the year for a family of four and must pay its interns annual wages of at least 175 percent of the federal minimum
wage used for federallyogered employers, except that this requirement must be reduced proportionately for
employees and interns who work less thantiulle, and does not apply to an executive, officer, or member of the
board of the business, or to any employee who owns, centroholds power to vote more than 20 percent of the
outstanding securities of the business;

(7) the business hg$) not been in operation for more than ten yeans(ii) the business has not been in
operation for more than 20 years if the busineshigaged in the research, development, or production of medical
devices or pharmaceuticals for which United States Food and Drug Administration approval is required for use in
the treatment or diagnosis of a disease or conglition

(8) the business has naepiously received private equity investments of more than $4,00638€0;
(9) the business is not an entity disqualified under section 80A.50, paragraph (b), claasel (3)

(10) the business has not issued securities that are traded on a publiggexchan

(d) In applying the limit under paragraph (c), clause (5), the employees in all members of the unitary business, as
defined in section 290.17, subdivision 4, must be included.

(e) In order for a qualified investment in a business to be eligiblefarredits

(1) the business must have applied for and received certification for the calendar year in which the investment
was made prior to the date on which the qualified investment was;made

(2) the business must not have issued securities thiaaidesl on a public exchange;

(3) the business must not issue securities that are traded on a public exchange within 180 days after the date on
which the qualified investment was made; and

(4) the business must not have a liquidation event within ds@& after the date on which the qualified
investment was made.

(f) The commissioner must maintain a list of businesses certified under this subdivision for the calendar year and
make the list accessible to the public on the department's Web site.

(g) Fa purposes of this subdivision, the following terms have the meanings given:
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(1) "qualified hightechnology field" includes aerospace, agricultural processing, renewable energy, energy
efficiency and conservation, environmental engineering, food technologulosic ethanol, information
technology, materials science technology, nanotechnology, telecommunications, biotechnology, medical device
products, pharmaceuticals, diagnostics, biologicals, chemistry, veterinary science, and similar fields; and

(2) "proprietary technology" means the technical innovations that are unique and legally owned or licensed by a
business and includes, without limitation, those innovations that are patented, patent pending, a subject of trade
secrets, or copyrighted.

EFFECTIV E DATE. This section is effective for qualified small businesses certified after June 30, 2013,
except the amendments to paragraph (c), clause (7), are effective the day following final enactment.

Sec.3. Minnesota Statutes 2012, section 116J.888Bdivision 8, is amended to read:

Subd.8. Data privacy. (a) Data contained in an application submitted to the commissioner under subdivision
2, 3, or 4 are nonpublic data, or private data on individuals, as defined in section 13.02, subdivisidnexoept
that the following data items are public:

(1) the namemailing address, telephone humbemail address, contact person's hame, and industryofype
gualified small business upon approval of the application and certification by the commissider subdivision 2;

(2) the name of a qualified investor upon approval of the application and certification by the commissioner under
subdivision 3;

(3) the name of a qualified fund upon approval of the application and certification by the comemissider
subdivision 4;

(4) for credit certificates issued under subdivision 5, the amount of the credit certificate issued, amount of the
qualifying investment, the name of the qualifying investor or qualifying fund that received the certificateg and th
name of the qualifying small business in which the qualifying investment was made;

(5) for credits revoked under subdivision 7, paragraph (a), the amount revoked and the name of the qualified
investor or qualified fund; and

(6) for credits revokedinder subdivision 7, paragraphs (b) and (c), the amount revoked and the name of the
qualified small business.

(b) The following data, including data classified as nonpublic or private, must be provided to the consultant for
use in conducting the programatuation under subdivision 10:

(1) the commissioner of employment and economic development shall provide data contained in an application
for certification received from a qualified small business, qualified investor, or qualified fund, and any annual

reporting information received on a qualified small business, qualified investor, or qualified fund; and

(2) the commissioner of revenue shall provide data contained in any applicable tax returns of a qualified small
business, qualified investor, or quadii fund.

EFFECTIVE DATE . This section is effective the day following final enactment.
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Sec.4. Minnesota Statutes 2012, section 289A.02, subdivision 7, is amended to read:

Subd.7. Internal Revenue Code Unless specifically defined otherwise, "IntdriRevenue Code" means the
Internal Revenue Code of 1986, as amended thrépghl4,-2011January 3, 2013

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.5. Minnesota Statutes 2012, section 289A.08, subdivisionaimended to read:

Subdivision 1 Generally; individuals. (a) A taxpayer must file a return for each taxable year the taxpayer is
required to file a return under section 6012 of the Internal Revenue Code, except that:

(1) an individual who is not a Mimsota resident for any part of the year is not required to file a Minnesota
income tax return if the individual's gross income derived from Minnesota sources as determined under sections
290.081, paragraph (a), and 290.17, is less than the filing requiterioe a single individual who is a full year
resident of Minnesota; and

(2) an individual who is a Minnesota resident is not required to file a Minnesota income tax return if the
individual's gross income derived from Minnesota sources as determined under section 290.17, less the subtraction
allowed under section 290.01, swidion 19b, clausegtl)}—-and—(14)(9) and (12), is less than the filing
requirements for a single individual who is a fyar resident of Minnesota.

(b) The decedent's final income tax return, and other income tax returns for prior years wieeetlent had
gross income in excess of the minimum amount at which an individual is required to file and did not file, must be
filed by the decedent's personal representative, if dhyhere is no personal representative, the return or returns
must be ited by the transferees, as defined in section 270C.58, subdivision 3, who receive property of the decedent.

(c) The term "gross income," as it is used in this section, has the same meaning given it in section 290.01,
subdivision 20.

Sec.6. Minnesota $tutes 2012, section 289A.08, subdivision 3, is amended to read:

Subd.3. Corporations. (a) A corporatlon that is subject to the state's Jurlsdlctlon to tax under sectlon 290.014,
subd|V|S|on 5, must file a ret

(b) Members of a unitary business that are required to file a combined report on one return must designate a
member of the unitary business to be responsible for tatersaincluding the filing of returns, the payment of
taxes, additions to tax, penalties, interest, or any other payment, and for the receipt of refunds of taxes or interest
paid in excess of taxes lawfully du&he designated member must be a membéhreotinitary business that is filing
the single combined report and either:

(1) a corporation that is subject to the taxes imposed by chapter 290; or
(2) a corporation that is not subject to the taxes imposed by chapter 290:

(i) Such corporation consenty filing the return as a designated member under this clause to remit taxes,
penalties, interest, or additions to tax due from the members of the unitary business subject to tax, and receive
refunds or other payments on behalf of other members of th@ryihiusiness The member designated under this
clause is a "taxpayer" for the purposes of this chapter and chapter 270C, and is liable for any liability imposed on the
unitary business under this chapter and chapter 290.
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(ii) If the state does not otheise have the jurisdiction to tax the member designated under this clause,
consenting to be the designated member does not create the jurisdiction to impose tax on the designated member,
other than as described in item (i).

(iii) The member designated undéis clause must apply for a business tax account identification number.

(c) The commissioner shall adopt rules for the filing of one return on behalf of the members of an affiliated
group of corporations that are required to file a combined repalt members of an affiliated group that are
required to file a combined report must file one return on behalf of the members of the group under rules adopted by
the commissioner.

(d) If a corporation claims on a return that it has paid tax in excess afrthant of taxes lawfully due, that
corporation must include on that return information necessary for payment of the tax in excess of the amount
lawfully due by electronic means.

EFFECTIVE DATE . This section is effective for taxable years beginning &fssember 31, 2012.

Sec.7. Minnesota Statutes 2012, section 289A.08, subdivision 7, is amended to read:

Subd.7. Composite income tax returns for nonresident partners, shareholders, and beneficiarie¢a) The
commissioner may allow a partnership witbnresident partners to file a composite return and to pay the tax on
behalf of nonresident partners who have no other Minnesota source inébimeomposite return must include the
names, addresses, Social Security numbers, income allocation, arabiiéty fior the nonresident partners electing
to be covered by the composite return.

(b) The computation of a partner's tax liability must be determined by multiplying the income allocated to that
partner by the highest rate used to determine thdiahikity for individuals under section 290.06, subdivision 2c
Nonbusiness deductions, standard deductions, or personal exemptions are not allowed.

(c) The partnership must submit a request to use this composite return filing method for nonresiderst part
The requesting partnership must file a composite return in the form prescribed by the commissioner of Tédneenue
filing of a composite return is considered a request to use the composite return filing method.

(d) The electing partner must noteaany Minnesota source income other than the income from the partnership
and other electing partnershipK it is determined that the electing partner has other Minnesota source income, the
inclusion of the income and tax liability for that partner urttiés provision will not constitute a return to satisfy the
requirements of subdivision. 1The tax paid for the individual as part of the composite return is allowed as a
payment of the tax by the individual on the date on which the composite returemqtayas madelf the electing
nonresident partner has no other Minnesota source income, filing of the composite return is a return for purposes of
subdivision 1.

(e) This subdivision does not negate the requirement that an individual pay estimatethéindividual's
liability would exceed the requirements set forth in section 289AT2 individual's liability to pay estimated tax
is, however, satisfied when the partnership pays composite estimated tax in the manner prescribed in section
289A.25.

(f) If an electing partner's share of the partnership's gross income from Minnesota sources is less than the filing
requirements for a nonresident under this subdivision, the tax liability is *+#owever, a statement showing the
partner's share of grosxome must be included as part of the composite return.
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(g) The election provided in this subdivision is only available to a partner who has no other Minnesota source
income and who is either (1) a fylear nonresident individual or (2) a trust or estaat does not claim a deduction
under either section 651 or 661 of the Internal Revenue Code.

(h) A corporation defined in section 290.9725 and its nonresident shareholders may make an election under this
paragraph The provisions covering the partnieifs apply to the corporation and the provisions applying to the
partner apply to the shareholder.

(i) Estates and trusts distributing current income only and the nonresident individual beneficiaries of the estates
or trusts may make an election under fhasagraph The provisions covering the partnership apply to the estate or
trust The provisions applying to the partner apply to the beneficiary.

(i) For the purposes of this subdivision, "income" means the partner's share of federal adjusted @rass inc
from the partnership modified by the additions provided in section 290.01, subdivision 19a, clausé&a90
and the subtractions provided infi) section 290.01, subdivision 19b, clause (8), to the extent the amount is
assignable or allocabl® Minnesota under section 290.17; and (ii) section 290.01, subdivision 19b, clause (13)
The subtraction allowed under section 290.01, subdivision 19b, clause (8), is only allowed on the composite tax
computation to the extent the electing partner whalde been allowed the subtraction.

Sec.8. Minnesota Statutes 2012, section 290.01, subdivision 5, is amended to read:
Subd.5. Domestic corporation The term "domestic" when applied to a corporation means a corporation:
(1) created or organized the United States, or under the laws of the United States or of any state, the District of

Columbia, or any political subdivision of any of the foregoing but not including the Commonwealth of Puerto Rico,
or any possession of the United States;

(2) which, regardless of the place where the corporation was incorporated:

(i) hasthe average of its property, payroll, and sales factors, as defined under section 290.191, within the
territorial limits of the 50 states of the United States and the District of Columbia of 20 percent or more; or

(ii) derives less than 80 percent ofitsome from foreign sources;

(3) which is:

(i) a foreign corporation, foreign partnership, or other foreign entity that has its income included in the federal
taxable income, as defined in section 63 of the Internal Revenue Code, of an entity asinefiaese (1) or an
individual who is a United States resident, as defined in section 865(g) of the Internal Revenue Code; and

(i) not treated as a corporation for federal income tax purposes;

(4) which is incorporated in a tax haven; or

(5) which isengaged in activity in a tax haven sufficient for the tax haven to impose a net income tax under
United States constitutional standards and section 290.015, and which reports that 20 percent or more of its income
is attributable to business in the tax have

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.
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Sec.9. Minnesota Statutes 2012, section 290.01, is amended by adding a subdivision to read:

Subd.5c. Tax haven (a) "Tax haven" means the followirfgreign jurisdictions, unless the listing of the
jurisdiction does not apply under paragraph (b):

(1) Anguilla;

(2) Antigua and Barbuda;

(3) Aruba,;
(4) Bahamas;
(5) Bahrain;
(6) Belize;
(7) Bermuda;

(8) British Virgin Islands;

(9) Cayman Islands;

(10) Cook Islands;

(11) Costa Rica;
(12) Cyprus;
(13) Dominica;
(14) Gibraltar;
(15) Grenada;

(16) GuernsezBarkAlderney;

(17) Isle of Man;
(18) Jersey;
(19) Jordan;
(20) Lebanon;
(21) Liberia;

(22) Liechtenstein;

(23) Malta;
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(24) Marshalllslands;

(25) Monaco;
(26) Nauru;

(27) Netherlands Antilles;

(28) Niue;
(29) Panama;

(30) St. Kitts and Nevis;

(31) St. Lucia;

(32) St. Vincent and Grenadines;

(33) Samoa;

(34) Turks and Caicos; and

(35) Vanuatu.

(b) A foreign jurisdiction'disting under paragraph (a) does not apply to the first taxable year after:

(1) the United States enters into a tax treaty or other agreement with the foreign jurisdiction that provides for
prompt, obligatory, and automatic exchange of information wightthited States government relevant to enforcing
the provisions of federal tax laws applicable to both individuals and all corporations and other entities and the treaty
or other agreement was in effect for the taxable year; and

(2) the foreign jurisdicin imposes a tax rate of at least ten percent on a tax base equal to at least 90 percent of
the tax base that applies to corporations under the Internal Revenue Code.

EFFECTIVE DATE. This section is effective for returns filed for taxable years begimaftagDecember 31, 2012.

Sec.10. Minnesota Statutes 2012, section 290.01, subdivision 19, as amended by Laws 2013, chapter 3, section 3
is amended to read:

Subd.19. Net income The term "net income" means the federal taxable income, as defisection 63 of the
Internal Revenue Code of 1986, as amended through the date named in this subdivision, incorporating the federal
effective dates of changes to the Internal Revenue Code and any elections made by the taxpayer in accordance with
the InternalRevenue Code in determining federal taxable income for federal income tax purposes, and with the
modifications provided in subdivisions 19a to 19f.

In the case of a regulated investment company or a fund thereof, as defined in section 851(a) or 8%l (g) of
Internal Revenue Code, federal taxable income means investment company taxable income as defined in section
852(b)(2) of the Internal Revenue Code, except that:

(1) the exclusion of net capital gain provided in section 852(b)(2)(A) of the Intermah&e Code does not apply;
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(2) the deduction for dividends paid under section 852(b)(2)(D) of the Internal Revenue Code must be applied by
allowing a deduction for capital gain dividends and exeimjgtrest dividends as defined in sections 852(b)(3)(C)
and852(b)(5) of the Internal Revenue Code; and

(3) the deduction for dividends paid must also be applied in the amount of any undistributed capital gains which
the regulated investment company elects to have treated as provided in section 852(b)(3 (bleph#th Revenue Code.

The net income of a real estate investment trust as defined and limited by section 856(a), (b), and (c) of the
Internal Revenue Code means the real estate investment trust taxable income as defined in section 857(b)(2) of the
Internal Revenue Code.

The net income of a designated settlement fund as defined in section 468B(d) of the Internal Revenue Code
means the gross income as defined in section 468B(b) of the Internal Revenue Code.

The Internal Revenue Code of 1986, as amemkimﬂghApHI—M—zearl anuary 3, 20135ha|| be in effect for
taxable years begmmng after December 31, 1896 .

Except as otherwise provided, references to the Internal Revenue Code in subdivisions 19 to 19f mean the code
in effect for purposes of deterniig net income for the applicable year.

EFFECTIVE DATE . This section is effective the day following final enactment, except the changes
incorporated by federal changes are effective at the same time as the changes were effective for federal purposes.

Sec. 11. Minnesota Statutes 2012, section 290.01, subdivision 19a, is amended to read:

Subd.19a Additions to federal taxable income For individuals, estates, and trusts, there shall be added to
federal taxable income:

(2)(i) interest income onbligations of any state other than Minnesota or a political or governmental subdivision,
municipality, or governmental agency or instrumentality of any state other than Minnesota exempt from federal
income taxes under the Internal Revenue Code or anyfetiheral statute; and

(i) exemptinterest dividends as defined in section 852(b)(5) of the Internal Revenue Code, except:
(A) the portion of the exemyiterest dividends exempt from state taxation under the laws of the United States; and

(B) the porion of the exempinterest dividends derived from interest income on obligations of the state of
Minnesota or its political or governmental subdivisions, municipalities, governmental agencies or instrumentalities,
but only if the portion of the exemjterest dividends from such Minnesota sources paid to all shareholders
represents 95 percent or more of the exeimgtrest dividends, including any dividends exempt under subitem (A),
that are paid by the regulated investment company as defined in sect{a) 85the Internal Revenue Code, or the
fund of the regulated investment company as defined in section 851(g) of the Internal Revenue Code, making the
payment; and

(iii) for the purposes of items (i) and (ii), interest on obligations of an Indian witnarnment described in
section 7871(c) of the Internal Revenue Code shall be treated as interest income on obligations of the state in which
the tribe is located,;

(2) to the extent allowed as a deduction under section 63(d) of the Internal RevenubeCameunt qf
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(i) income, sales and use, motor vehicle sales, or excise taxes paid or accrued within the taxable year under this

chapterand-the-amount-of

(i) taxes based on net income paid, sales and use, motor vehicle sales or excise taxea;patdetosﬂate or
to any province or territory of Cana A ternal
Revenue-Code,

=

(iii) charitable contributions, as defined in section 170(c) of the Internal Revenue Code, to the extexdt adlo
a deduction under section 170(a) of the Internal Revenue Code.

buITheaddmgnsum of the additions under |tems (i) to (un)ay not be more than the amount by which the
we Revedast@ie itemized deducnoexceeds

rposes
of thls clause income, sales and use, and charltable contnbutlons are the Iast |tem|zed deductions disallowed under

clause (13)

(3) the capital gain amount aflumpsum distribution to which the special tax under section 1122(h)(3)(B)(ii) of
the Tax Reform Act of 1986, Public Law-83.4, applies;

(4) the amount of income taxes paid or accrued within the taxable year under this chapter and taxes based on net
income paid to any other state or any province or territory of Canada, to the extent allowed as a deduction in
determining federal adjusted gross incorf@r the purpose of this paragraph, income taxes do not include the taxes
imposed by sections 290.092Z2ibdivision 1, paragraph (b), 290.9727, 290.9728, and 290.9729;

(5) the amount of expense, interest, or taxes disallowed pursuant to section 290.10 other than expenses or interest
used in computing net interest income for the subtraction allowed uriaiivision 19b, clause (1);

(6) the amount of a partner's pro rata share of net income which does not flow through to the partner because the
partnership elected to pay the tax on the income under section 6242(a)(2) of the Internal Revenue Code;

(7) 80 percent of the depreciation deduction allowed under section 168(k) of the Internal Revenud-Gode
purposes of this clause, if the taxpayer has an activity that in the taxable year generates a deduction for depreciation
under section 168(k) and the aitly generates a loss for the taxable year that the taxpayer is not allowed to claim
for the taxable year, "the depreciation allowed under section 168(k)" for the taxable year is limited to excess of the
depreciation claimed by the activity under secti@3(k) over the amount of the loss from the activity that is not
allowed in the taxable yeain succeeding taxable years when the losses not allowed in the taxable year are allowed,
the depreciation under section 168(K) is allowed;

(8) 80 percent of thamount by which the deduction allowed by section 179 of the Internal Revenue Code
exceeds the deduction allowable by section 179 of the Internal Revenue Code of 1986, as amended through
December 31, 2003;

(9) to the extent deducted in computing federablde income, the amount of the deduction allowable under
section 199 of the Internal Revenue Code;

9A of the
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&1 (10) the amount of expenses disallowed under section 290.10, subdivision 2;

{6) (11) discharge of indebtedness income resulting from reacquisition of business indebtedness and deferred
under section 108(i) of the Internal Revenue Code;

Revenue Code;

{48) (12) changes to federal taxable income attributable to a net operating loss that the taxpayer elected to carry
back for more than two years for fedepalrposes but for which the losses can be carried back for only two years
under section 290.095, subdivision 11, paragraph (c);

9 (13) to the extent included in the computation of federal taxable income in taxable years beginning after
December 31, 2010the amount of disallowed itemized deductions, but the amount of disallowed itemized
deductions plus the addition required under clause (2) may not be more than the amount by which the itemized
deductions as allowed under section 63(d) of the InternakmRey Code exceeds the amount of the standard
deduction as defined in section 63(c) of the Internal Revenue-@isde j amounts-allowed-undersections

(i) the amount of disallowed itemized deductions is equal to the lesser of:

(A) three percent of the excess of the taxpayer's federal adjusted gross income apetitable amount; or

(B) 80 percent of the amount of the itemized deductions otherwise allowable to the taxpayer under the Internal
Revenue Code for the taxable year;

(i) the term "applicable amount® means $100,000, or $50,000 in the case of adnmadiiedual filing a
separate returnEach dollar amount shall be increased by an amount equal to:

(A) such dollar amount, multiplied by
(B) the cosbof-living adjustment determined under section 1(f)(3) of the Internal Revenue Code for the calendar
year in which the taxable year begins, by substituting "calendar year 1990" for "calendar year 1992" in subparagraph

(B) thereof;

(iii) the term “itemized deductions" does not include:
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(A) the deduction for medical expenses under section 213 of the InRemahue Code;

(B) any deduction for investment interest as defined in section 163(d) of the Internal Revenue Code; and

(C) the deduction under section 165(a) of the Internal Revenue Code for casualty or theft losses described in
paragraph (2) or (3) afection 165(c) of the Internal Revenue Code or for losses described in section 165(d) of the

Internal Revenue Codand

{20) (14) to the extent included in federal taxable income in taxable years beginning after December 31, 2010, the
amount of disallowegersonal exemptions for taxpayers with federal adjusted gross income over the threshold amount:

(i) the disallowed personal exemption amount is equal to the dollar amount of the personal exemptions claimed
by the taxpayer in the computation of federabtzle income multiplied by the applicable percentage;

(i) "applicable percentage” means two percentage points for each $2,500 (or fraction thereof) by which the
taxpayer's federal adjusted gross income for the taxable year exceeds the threshold lantiweiicase of a married
individual filing a separate return, the preceding sentence shall be applied by substituting "$1,250" for'"$2,500
no event shall the applicable percentage exceed 100 percent;

(iii) the term "threshold amount” means:

(A) $150,000 in the case of a joint return or a surviving Spouse;

(B) $125,000 in the case of a head of a household;

(C) $100,000 in the case of an individual who is not married and who is not a surviving spouse or head of a
household; and

(D) $75,000 in the &se of a married individual filing a separate return; and
(iv) the thresholds shall be increased by an amount equal to:

(A) such dollar amount, multiplied by

(B) the costof-living adjustment determined under section 1(f)(3) of the Internal Revenuef@uaitie calendar
year in which the taxable year begins, by substituting "calendar year 1990" for "calendar year 1992" in subparagraph

(B) thereof-and

allowed under
der-the Internal

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.12. Minnesota Statutes 2012, section 290.01, subdivision 19b, is amended to read:

Subd.19h Subtractions from federal taxable ncome For individuals, estates, and trusts, there shall be
subtracted from federal taxable income:
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(1) net interest income on obligations of any authority, commission, or instrumentality of the United States to the
extent includable in taxable income fi@deral income tax purposes but exempt from state income tax under the
laws of the United States;

(2) if included in federal taxable income, the amount of any overpayment of income tax to Minnesota or to any
other state, for any previous taxable yearethiler the amount is received as a refund or as a credit to another taxable
year's income tax liability;

(3) the amount paid to others, less the amount used to claim the credit allowed under section 290.0674, not to
exceed $1,625 for each qualifying chifdgrades kindergarten to 6 and $2,500 for each qualifying child in grades 7
to 12, for tuition, textbooks, and transportation of each qualifying child in attending an elementary or secondary
school situated in Minnesota, North Dakota, South Dakota, lowd/isconsin, wherein a resident of this state may
legally fulfill the state's compulsory attendance laws, which is not operated for profit, and which adheres to the
provisions of the Civil Rights Act of 1964 and chapter 36F&r the purposes of this clse, "tuition" includes fees
or tuition as defined in section 290.0674, subdivision 1, clause A$)used in this clause, "textbooks" includes
books and other instructional materials and equipment purchased or leased for use in elementary and secondary
schools in teaching only those subjects legally and commonly taught in public elementary and secondary schools in
this state Equipment expenses qualifying for deduction includes expenses as defined and limited in section
290.0674, subdivision 1, clause).(3"Textbooks" does not include instructional books and materials used in the
teaching of religious tenets, doctrines, or worship, the purpose of which is to instill such tenets, doctrines, or
worship, nor does it include books or materials for, or trartafion to, extracurricular activities including sporting
events, musical or dramatic events, speech activities, driver's education, or similar progfarmgduction is
permitted for any expense the taxpayer incurred in using the taxpayer's or tifgrguahild's vehicle to provide
such transportation for a qualifying chil@or purposes of the subtraction provided by this clause, "qualifying child"
has the meaning given in section 32(c)(3) of the Internal Revenue Code;

(4) income as provided undsection 290.0802;

(5) to the extent included in federal adjusted gross income, income realized on disposition of property exempt
from tax under section 290.491;

over $500

under the

£8) (6) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19a, clause (7), or 19c, cla§%B) (12), in the case of a shareholder afcorporation that is an S
corporation, an amount equal to eiifth of the delayed depreciation For purposes of this clause, "delayed
depreciation” means the amount of the addition made by the taxpayer under subdivision 19a, clause (7), or
subdivision19c, claus€15) (12), in the case of a shareholder of an S corporation, minus the positive value of any
net operating loss under section 172 of the Internal Revenue Code generated for the tax year of the Huklition
resulting delayed depreciation cahbe less than zero;
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{9) (7) job opportunity building zone income as provided under section 469.316;

{20) (8) to the extent included in federal taxable income, the amount of compensation paid to members of the
Minnesota National Guard or other reserve ponents of the United States military for active service, excluding
compensation for services performed under the Active Guard Reserve (AGR) prégyapurposes of this clause,
"active service" means (i) state active service as defined in section 180ldvision 5a, clause (1); or (ii)
federally funded state active service as defined in section 190.05, subdivision 5b, but "active service" excludes
service performed in accordance with section 190.08, subdivision 3;

41 (9) to the extent included ifederal taxable income, the amount of compensation paid to Minnesota
residents who are members of the armed forces of the United States or United Nations for active duty performed
under United States Code, title 10; or the authority of the United Nations;

{22) (10) an amount, not to exceed $10,000, equal to qualified expenses related to a qualified donor's donation,
while living, of one or more of the qualified donor's organs to another person for human organ transpldftation
purposes of this claus&rgan” means all or part of an individual's liver, pancreas, kidney, intestine, lung, or bone
marrow; "human organ transplantation" means the medical procedure by which transfer of a human organ is made
from the body of one person to the body of anotlees@n; "qualified expenses" means unreimbursed expenses for
both the individual and the qualified donor for (i) travel, (ii) lodging, and (iii) lost wages net of sick pay, except that
such expenses may be subtracted under this clause only once; andethdalifor" means the individual or the
individual's dependent, as defined in section 152 of the Internal Revenue @Godendividual may claim the
subtraction in this clause for each instance of organ donation for transplantation during the taxablelyiearthe
gualified expenses occur;

{43) (11) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19a, clause (8), or 19c, cla§&é) (13), in the case of a shareholder of a corporatiat th an S
corporation, an amount equal to efifth of the addition made by the taxpayer under subdivision 19a, clause (8), or
19c, clausd16) (13), in the case of a shareholder of a corporation that is an S corporation, minus the positive value
of anynet operating loss under section 172 of the Internal Revenue Code generated for the tax year of the addition
If the net operating loss exceeds the addition for the tax year, a subtraction is not allowed under this clause;

4 (12) to the extent includin the federal taxable income of a nonresident of Minnesota, compensation paid
to a service member as defined in United States Code, title 10, section 101(a)(5), for military service as defined in
the Servicemembers Civil Relief Act, Public Law 1089, section 101(2);

&5) (13) to the extent included in federal taxable income, the amount of national service educational awards
received from the National Service Trust under United States Code, title 42, sections 12601 to 12604, for service in
an approvedmericorps National Service program;

16) (14) to the extent included in federal taxable income, discharge of indebtedness income resulting from
reacquisition of business indebtedness included in federal taxable income under section 108(i) of the Internal
Revenue Code This subtraction applies only to the extent that the income was included in net income in a prior
year as a result of the addition under section 290.01, subdivision 19a,{¢&Jdd); and

A (15) the amount of the net operating l@d®wed under section 290.095, subdivision 11, paragragh (c)

(16) the amount of the limitation on itemized deductions under section 68(b) of the Internal Revenue Code;

(17) the amount of the phaseit of personal exemptions under section 151(d) ofttegnal Revenue Code; and
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(18) in the year that the expenditures are made for railroad track maintenance, as defined in section 45G(d) of
the Internal Revenue Code, in the case of a shareholder of a corporation that is an S corporation or a partner in a
partnership, an amount equal to the credit awarded under section 45G(a) of the Internal Revenud@h@ode
subtraction is reduced to an amount equal to the percentage of the shareholder's or partner's share of the net income
of the S corporation or partnéip.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.13. Minnesota Statutes 2012, section 290.01, subdivision 19c, is amended to read:

Subd.19c. Corporations; additions to federal taxable income For corporations, there shall be added to
federal taxable income:

(1) the amount of any deduction taken for federal income tax purposes for income, excise, or franchise taxes
based on net income or related minimum taxes, including but not limited taxtiragosed under section 290.0922,
paid by the corporation to Minnesota, another state, a political subdivision of another state, the District of Columbia,
or any foreign country or possession of the United States;

(2) interest not subject to federal tagon obligations of:the United States, its possessions, its agencies, or its
instrumentalities; the state of Minnesota or any other state, any of its political or governmental subdivisions, any of
its municipalities, or any of its governmental agenciemstrumentalities; the District of Columbia; or Indian tribal
governments;

(3) exemptinterest dividends received as defined in section 852(b)(5) of the Internal Revenue Code;
(4) the amount of any net operating loss deduction taken for federal irte@mperposes under section 172 or
832(c)(10) of the Internal Revenue Code or operations loss deduction under section 810 of the Internal Revenue

Code;

(5) the amount of any special deductions taken for federal income tax purposes under sections 24hdo 247
965 of the Internal Revenue Code;

(6) losses from the business of mining, as defined in section 290.05, subdivision 1, clause (a), that are not subject
to Minnesota income tax;

(7) the amount of any capital losses deducted for federal income faaspsrunder sections 1211 and 1212 of
the Internal Revenue Code;

e Internal

{9) (8) the amount of percentage depletion deducted undeiosedill through 614 and 291 of the Internal
Revenue Code;

206) (9) for certified pollution control facilities placed in service in a taxable year beginning before
DecembeB1, 1986, and for which amortization deductions were elected under section thedmkrnal Revenue
Code of 1954, as amended through December 31, 1985, the amount of the amortization deduction allowed in
computing federal taxable income for those facilities;
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{£2) (10) the amount of a partner's pro rata share of nanme which does not flow through to the partner
because the partnership elected to pay the tax on the income under section 6242(a)(2) of the Internal Revenue Code;

{44 (11) any increase in subpart F income, as defined in section 952(a) of the Internal Revenue Code, for the
taxable year when subpart F income is calculated without regard to the provisions of Division C, title Ill, section
303(b) of Public Law 114343;

{45) (12) 80 percent of the depreciation deduction allowed under section 168(k)(1)(A) and (k)(4)(A) of the
Internal Revenue Codéd~or purposes of this clause, if the taxpayer has an activity that in the taxable year generates
a deduction for depreciatiomder section 168(k)(1)(A) and (k)(4)(A) and the activity generates a loss for the
taxable year that the taxpayer is not allowed to claim for the taxable year, "the depreciation allowed under section
168(k)(1)(A) and (k)(4)(A)" for the taxable year is limit to excess of the depreciation claimed by the activity
under section 168(k)(1)(A) and (k)(4)(A) over the amount of the loss from the activity that is not allowed in the
taxable year In succeeding taxable years when the losses not allowed in the taemleare allowed, the
depreciation under section 168(k)(1)(A) and (k)(4)(A) is allowed;

{46) (13) 80 percent of the amount by which the deduction allowed by section 179 of the Internal Revenue Code
exceeds the deduction allowable by section 179 of tierrial Revenue Code of 1986, as amended through
December 31, 2003;

&7 (14) to the extent deducted in computing federal taxable income, the amount of the deduction allowable
under section 199 of the Internal Revenue Code;

9A of the
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{25) (16) discharge of indebtedness income resulting from reacquisitimusiness indebtedness and deferred
under section 108(i) of the Internal Revenue Code.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.14. Minnesota Statutes 2012, section 290.01, subdivision 1@diemnded to read:

Subd.19d Corporations; modifications decreasing federal taxable incomeFor corporations, there shall be
subtracted from federal taxable income after the increases provided in subdivision 19c:
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(1) the amount of foreign dividend gregp added to gross income for federal income tax purposes under section
78 of the Internal Revenue Code;

(2) the amount of salary expense not allowed for federal income tax purposes due to claiming the work
opportunity credit under section 51 of the InedrRevenue Code;

(3) any dividend (not including any distribution in liquidation) paid within the taxable year by a national or state
bank to the United States, or to any instrumentality of the United States exempt from federal income taxes, on the
prefered stock of the bank owned by the United States or the instrumentality;

(4) amounts disallowed for intangible drilling costs due to differences between this chapter and the Internal
Revenue Code in taxable years beginning before January 1, 198lfQ\was:

(i) to the extent the disallowed costs are represented by physical property, an amount equal to the allowance for
depreciation under Minnesota Statutes 1986, section 290.09, subdivision 7, subject to the modifications contained in
subdivision 19gand

(ii) to the extent the disallowed costs are not represented by physical property, an amount equal to the allowance
for cost depletion under Minnesota Statutes 1986, section 290.09, subdivision 8;

(5) the deduction for capital losses pursuant ttices 1211 and 1212 of the Internal Revenue Code, except that:

(i) for capital losses incurred in taxable years beginning after December 31, 1986, capital loss carrybacks shall
not be allowed;

(ii) for capital losses incurred in taxable years beginniftgr ecember 31, 1986, a capital loss carryover to
each of the 15 taxable years succeeding the loss year shall be allowed;

(iii) for capital losses incurred in taxable years beginning before January 1, 1987, a capital loss carryback to each
of the threetaxable years preceding the loss year, subject to the provisions of Minnesota Statutes 1986, section
290.16, shall be allowed; and

(iv) for capital losses incurred in taxable years beginning before January 1, 1987, a capital loss carryover to each
of the five taxable years succeeding the loss year to the extent such loss was not used in a prior taxable year and
subject to the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed;

(6) an amount for interest and expenses relating to incarhtaxable for federal income tax purposes, if (i) the
income is taxable under this chapter and (ii) the interest and expenses were disallowed as deductions under the
provisions of section 171(a)(2), 265 or 291 of the Internal Revenue Code in compdtnal taxable income;

(7) in the case of mines, oil and gas wells, other natural deposits, and timber for which percentage depletion was
disallowed pursuant to subdivision 19c, clag®e(8), a reasonable allowance for depletion based on actual loost
the case of leases the deduction must be apportioned between the lessor and lessee in accordance with rules
prescribed by the commissioneln the case of property held in trust, the allowable deduction must be apportioned
between the income benefidies and the trustee in accordance with the pertinent provisions of the trust, or if there
is no provision in the instrument, on the basis of the trust's income allocable to each;

(8) for certified pollution control facilities placed in service in a tazajgar beginning before December 31,
1986, and for which amortization deductions were elected under section 169 of the Internal Revenue Code of 1954,
as amended through December 31, 1985, an amount equal to the allowance for depreciation under Minnesota
Statutes 1986, section 290.09, subdivision 7;
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(9) amounts included in federal taxable income that are due to refunds of income, excise, or franchise taxes
based on net income or related minimum taxes paid by the corporation to Minnesota, another stiieala pol
subdivision of another state, the District of Columbia, or a foreign country or possession of the United States to the
extent that the taxes were added to federal taxable income sest@am290.01,subdivision 19c, clause (1), in a
prior taxable gar;

(10) 80 50 percent of royalties, fees, or other like income accrued or received frésreign—operating
corporation-or-doreign corporation which is part of the same unitary business as the receiving corporation, unless
the income resulting from sh payments or accruals is income from sources within the United States as defined in
subtitle A, chapter 1, subchapter N, part 1, of the Internal Revenue Code;

(11) income or gains from the business of mining as defined in section 290.05, subdividarsd (a), that are
not subject to Minnesota franchise tax;

(12) the amount of disability access expenditures in the taxable year which are not allowed to be deducted or
capitalized under section 44(d)(7) of the Internal Revenue Code;

(13) the amount ofjualified research expenses not allowed for federal income tax purposes under section
280C(c) of the Internal Revenue Code, but only to the extent that the amount exceeds the amount of the credit
allowed under section 290.068;

(14) the amount of salaryxpenses not allowed for federal income tax purposes due to claiming the Indian
employment credit under section 45A(a) of the Internal Revenue Code;

anuary a return was
4 fori ived from the
j pder section

{46) (15) any decrease in subpart F income, as defined iosegb2(a) of the Internal Revenue Code, for the
taxable year when subpart F income is calculated without regard to the provisions of Division C, title Ill, section
303(b) of Public Law 114343;

&4 (16) in each of the five tax years immediately follogithe tax year in which an addition is required under
subdivision 19c, clauséts) (12), an amount equal to offifth of the delayed depreciationFor purposes of this
clause, "delayed depreciation" means the amount of the addition made by the taxpgaysubdivision 19c, clause
45)(12). The resulting delayed depreciation cannot be less than zero;

£8) (17) in each of the five tax years immediately following the tax year in which an addition is required under
subdivision 19c, claugg6) (13), an amount equal to offifth of the amount of the additiomnd

19) (18) to the extent included in federal taxable income, discharge of indebtedness income resulting from
reacquisition of business indebtedness included in federal taxable incomesectien 108(i) of the Internal
Revenue Code This subtraction applies only to the extent that the income was included in net income in a prior
year as a result of the addition undeetien290-01,subdivision 19c, claus@5)- (16); and

(19) in the yenthat the expenditures are made for railroad track maintenance, as defined in section 45@(d) of
Internal Revenue Code, an amount equal to the credit awarded under section 45G(a) of the Internal Revenue Code.

EFFECTIVE DATE . This section is effectivéor taxable years beginning after December 31, 2012.
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Sec.15. Minnesota Statutes 2012, section 290.01, is amended by adding a subdivision to read:

Subd.?29a State itemized deduction The term "state itemized deduction” means federal itemized dedsictio
as defined in section 63(d) of the Internal Revenue Code, disregarding any limitation under section 68 of the Internal
Revenue Code, and reduced by the amount of the addition required under subdivision 19a, clause (13).

EFFECTIVE DATE . This sections effective for taxable years beginning after December 31, 2012.

Sec.16. Minnesota Statutes 2012, section 290.01, subdivision 31, as amended by Laws 2013, chapter 3, section 4,
is amended to read:

Subd.31. Internal Revenue Code Unless specificallydefined otherwisefor-taxable-years-beginning-before
Janea#y—i.—%@éZ—aneLa#er—Deeembe&%l—Zﬂhﬂernal Revenue Code" means the Internal Revenue Code of 1986,

as amended throughg 4

: F ----- 2013
Internal Revenue Code also mcludes any uncod|f|ed prOV|S|on in federal Iaw that relates to prowsmns of the Internal
Revene Code that are incorporated into Minnesota. lalvhen used in this chapter, the reference to "subtitle A,
chapter 1, subchapter N, part 1, of the Internal Revenue Code" is to the Internal Revenue Code as amended through
March 18, 2010.

EFFECTIVE DATE . This section is effective the day following final enactment, except the changes
incorporated by federal changes are effective at the same time as the changes were effective for federal purposes.

Sec.17. Minnesota Statutes 2012, section 290.01, is amebgdedding a subdivision to read:

Subd.33. Foreign source income; income from foreign sources The terms "foreign source income" and
"income from foreign sources" means income from sources without the United States as defined in subtitle A,
chapter 1subchapter N, part 1, of the Internal Revenue Code.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.18. Minnesota Statutes 2012, section 290.06, subdivision 2c, is amended to read:

Subd.2c. Schedules of rates for individuals, estates, and trusts(a) The income taxes imposed by this
chapter upon married individuals filing joint returns and surviving spouses as defined in section 2(a) of the Internal
Revenue Code must be computed by appltinipeir taxable net income the following schedule of rates:

(1) On the firs$25,680$31,250 5.35 percent;

(2) On all over$25,680%$31,250 but not ove$162:0306130,000 7.05 percent;

(3) On all over$102;030$130,000, but not over $400,00085 pecent;

(4) On all over $400,000, 8.49 percent.

Married individuals filing separate returns, estates, and trusts must compute their income tax by applying the
above rates to their taxable income, except that the income brackets will-balbokthe albbve amounts.

(b) The income taxes imposed by this chapter upon unmarried individuals must be computed by applying to
taxable net income the following schedule of rates:

(1) On the firs$1#570$21,400 5.35 percent;
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(2) On all overs1#570$21,400 but not oves57710$73,500 7.05 percent;

(3) On all oved5#7#20$73,500, but not over $226,200.85 percent

(4) On all over $226,200, 8.49 percent.

(c) The income taxes imposed by this chapter upon unmarried individuals qualifying as a heasebbld as
defined in section 2(b) of the Internal Revenue Code must be computed by applying to taxable net income the
following schedule of rates:

(1) On the first$21,630$26,300 5.35 percent;

(2) On all over$24:630$26,300 but not ove$86,910$110,70Q 7.05 percent;

(3) On all over$86;910$110,700, but not over $340,70085 percent

(4) On all over $340,700, 8.49 percent.

(d) In lieu of a tax computed according to the rates set forth in this subdivision, the tax of any individual
taxpayemwhose taxable net income for the taxable year is less than an amount determined by the commissioner must
be computed in accordance with tables prepared and issued by the commissioner of revenue based on income
brackets of not more than $100’he amount ofax for each bracket shall be computed at the rates set forth in this
subdivision, provided that the commissioner may disregard a fractional part of a dollar unless it amounts to 50 cents
or more, in which case it may be increased to $1.

(e) An individua who is not a Minnesota resident for the entire year must compute the individual's Minnesota
income tax as provided in this subdivisioi\fter the application of the nonrefundable credits provided in this
chapter, the tax liability must then be multipliby a fraction in which:

(1) the numerator is the individual's Minnesota source federal adjusted gross income as defined in section 62 of
the Internal Revenue Code and increased by the additions required under section 290.01, subdivision 19a, clauses

(1), 5)7(6)H8)1 (912 (13)and{(16)te{1®) to (9), (11), and (12)and reduced by the Minnesota

assignable portion of the subtraction for United States government interest under section 290.01, subdivision 19b,

clause (1), and the subtraxts under section 290.01, subdivision 19b, clai@g9),{13){14),-{(16),-and-(175),
(7), (11), (12), (14), and (15nfter applying the allocation and assignability provisions of section 290.081, clause

(a), or 290.17; and

(2) the denominator ithe individual's federal adjusted gross income as defined in section 62 of the Internal
Revenue Code of 1986, increased by the amounts specified in section 290.01, subdivision 19a, clégjs€6)(1),

8191213y =and-{16)to(1 /) to (9), (11), and (12)and reduced by the amounts specified in section
290.01, subdivision 19b, clauses B9 13 14){16)=anrd-A 1), (7), (11), (12), (14), and (15)

EFFECTIVE DATE . This section is effective for taxable years beginriftgr December 31, 2012.

Sec.19. Minnesota Statutes 2012, section 290.06, subdivision 2d, is amended to read:

Subd.2d. Inflation adjustment of brackets. (a) For taxable years beginning after December28992013
the minimum and maximum dollar aomats for each rate bracket for which a tax is imposed in subdivision 2¢ shall
be adjusted for inflation by the percentage determined under paragraphFdb)the purpose of making the
adjustment as provided in this subdivision all of the rate bracketsdprbin subdivision 2c shall be the rate
brackets as they existed for taxable years beginning after DecemB&992012 and before January 20012014
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The rate applicable to any rate bracket must not be changkd dollar amounts setting forthetltax shall be
adjusted to reflect the changes in the rate bracKéis rate brackets as adjusted must be rounded to the nearest $10
amount If the rate bracket ends in $5, it must be rounded up to the nearest $10 amount.

(b) The commissioner shall adjust the rate brackets and by the percentage determined pursuant to the provisions
of section 1(f) of the Internal Revenue Code, except that in section 1(f)(3)(B) the“¥@g9" "2012" shall be
substituted for the word "1992 For 20012014 the commissioner shall then determine the percent change from the
12 months ending on August 31999 2012 to the 12 months ending on August 2B980 2013 and in each
subsequent year, from the 12 months ending on Augudte®B2012 tothe 12 months ending on August 31 of the
year preceding the taxable yeaFhe determination of the commissioner pursuant to this subdivision shall not be
considered a "rule” and shall not be subject to the Administrative Procedure Act contained inleghapte

No later than December 15 of each year, the commissioner shall announce the specific percentage that will be
used to adjust the tax rate brackets.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.20. Minnesota Statutes 2012, section 290.06, is amended by adding a subdivision to read:

Subd.36. Charitable contributions credit. (a) A taxpayer, other than a corporation, estate, or trust, is allowed
a credit against the tax imposed by this chaptpral to eight percent of the amount by which eligible charitable
contributions exceed the greater of:

(1) two percent of the taxpayer's adjusted gross income for the taxable year; or

(2) $400 ($800 for married filing jointly).

(b) For purposes of thisubdivision, "eligible charitable contributions” means charitable contributions allowable
as a deduction for the taxable year under section 170(a) of the Internal Revenue Code, subject to the limitations of
section 170(b) of the Internal Revenue Code, dgtdrmined without regard to whether or not the taxpayer itemizes
deductions.

(c) For purposes of this subdivision, "adjusted gross income" has the meaning given in section 62 of the Internal
Revenue Code.

(d) For a nonresident or parear resident, #credit must be allocated based on the percentage calculated under
subdivision 2c, paragraph (e).

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.21. Minnesota Statutes 2012, section 290.067, subidivil, is amended to read:

Subdivision 1 Amount of credit. (a) A taxpayer may take as a credit against the tax due from the taxpayer and
a spouse, if any, under this chapter an amount equal to the dependent care credit for which the taxpayer is eligib
pursuant to the provisions of section 21 of the Internal Revenue Code subject to the limitations provided in
subdivision 2 except that in determining whether the child qualified as a dependent, income received as a Minnesota
family investment program gnt or allowance to or on behalf of the child must not be taken into account in
determining whether the child received more than half of the child's support from the taxpayer, and the provisions of
section 32(b)(1)(D) of the Internal Revenue Code do nplyap
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(b) If a child who has not attained the age of six years at the close of the taxable year is cared for at a licensed
family day care home operated by the child's parent, the taxpayer is deemed to have paid emm@atetent
expenses If the child is16 months old or younger at the close of the taxable year, the amount of expenses deemed
to have been paid equals the maximum limit for one qualified individual under section 21(c) and (d) of the Internal
Revenue Codelf the child is older than 16 morglof age but has not attained the age of six years at the close of the
taxable year, the amount of expenses deemed to have been paid equals the amount the licensee would charge for the
care of a child of the same age for the same number of hours of care.

(c) If a married couple:
(1) has a child who has not attained the age of one year at the close of the taxable year;
(2) files a joint tax return for the taxable year; and

(3) does not participate in a dependent care assistance program as definedrirl28af the Internal Revenue
Code, in lieu of the actual employment related expenses paid for that child under paragraph (a) or the deemed
amount under paragraph (b), the lesser of (i) the combined earned income of the couple or (ii) the amount of the
maximum limit for one qualified individual under section 21(c) and (d) of the Internal Revenue Code will be
deemed to be the employment related expense paid for that hiékdearned income limitation of section 21(d) of
the Internal Revenue Code shallt rapply to this deemed amouniThese deemed amounts apply regardless of
whether any employmemelated expenses have been paid.

(d) If the taxpayer is not required and does not file a federal individual income tax return for the tax year, no
credit is alowed for any amount paid to any person unless:

(1) the name, address, and taxpayer identification number of the person are included on the return claiming the
credit; or

(2) if the person is an organization described in section 501(c)(3) of the IMkavahue Code and exempt from
tax under section 501(a) of the Internal Revenue Code, the name and address of the person are included on the return
claiming the credit.

In the case of a failure to provide the information required under the precedingcserttenpreceding sentence
does not apply if it is shown that the taxpayer exercised due diligence in attempting to provide the information required.

In the case of a nonresident, pgetar resident, or a person who has earned income not subject ta&axhia
chapter including earned income excluded pursuant to section 290.01, subdivision 19b{93létisethe credit
determined under section 21 of the Internal Revenue Code must be allocated based on the ratio by which the earned
income of the claimat and the claimant's spouse from Minnesota sources bears to the total earned income of the
claimant and the claimant's spouse.

For residents of Minnesota, the subtractions for military pay under section 290.01, subdivision 19b{HRuses
and-(11)(8) and (9) are not considered "earned income not subject to tax under this chapter

For residents of Minnesota, the exclusion of combat pay under section 112 of the Internal Revenue Code is not
considered "earned income not subject to tax under this chapte

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.
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Sec.22. Minnesota Statutes 2012, section 290.067, subdivision 2a, is amended to read:

Subd.2a Income. (a) For purposes of this section, "inconmeéans the sum of the following:

(1) federal adjusted gross income as defined in section 62 of the Internal Revenue Code; and

(2) the sum of the following amounts to the extent not included in clause (1):

(i) all nontaxable income;

(ii) the amount of gassive activity loss that is not disallowed as a result of section 469, paragraph (i) or (m) of
the Internal Revenue Code and the amount of passive activity loss carryover allowed under section 469(b) of the

Internal Revenue Code;

(iii) an amount equabtthe total of any discharge of qualified farm indebtedness of a solvent individual excluded
from gross income under section 108(g) of the Internal Revenue Code;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retitent benefits, all payments received under the federal Social
Security Act, supplemental security income, and veterans benefits), which was not exclusively funded by the
claimant or spouse, or which was funded exclusively by the claimant or spouse ahdwading payments were
excluded from federal adjusted gross income in the years when the payments were made;

(vi) interest received from the federal or a state government or any instrumentality or political subdivision thereof;

(vii) workers' compensatn;

(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or sick pay as a result of accident,
sickness, or other disability, whether funded through insurance or otherwise;

(x) a lumpsumdistribution under section 402(e)(3) of the Internal Revenue Code of 1986, as amended through
December 31, 1995;

(xi) contributions made by the claimant to an individual retirement account, including a qualified voluntary
employee contribution; simplifiecemployee pension plan; samployed retirement plan; cash or deferred
arrangement plan under section 401(k) of the Internal Revenue Code; or deferred compensation plan under section
457 of the Internal Revenue Code;

(xii) nontaxable scholarship or fellghip grants;

(xiii) the amount of deduction allowed under section 199 of the Internal Revenue Code;

(xiv) the amount of deduction allowed under section 220 or 223 of the Internal Revenue Code;

(xv) the amountef deducted fortuition expensesegquiredto—be—added-to-income—under—section—290.01,
subdivision-19a;-clause-(1@hder section 222 of the Internal Revenue Caded
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(xvi) the amount deducted for certain expenses of elementary and secondary school teachers under section
62(a)(2)(D) of the InterddRevenue Codeand

Suvi-unemploymentcompensation.

In the case of an individual who files an income tax return on a fiscal year basis, the term "federal adjusted gross
income" means federal adjusted gross income reflected in the fiscal year entfiaghéxt calendar yearederal
adjusted gross income may not be reduced by the amount of a net operating loss carryback or carryforward or a
capital loss carryback or carryforward allowed for the year.

(b) "Income" does not include:

(1) amounts exclugt pursuant to the Internal Revenue Code, sections 101(a) and 102;

(2) amounts of any pension or annuity that were exclusively funded by the claimant or spouse if the funding
payments were not excluded from federal adjusted gross income in the yeatbevpayments were made;

(3) surplus food or other relief in kind supplied by a governmental agency;
(4) relief granted under chapter 290A;
(5) child support payments received under a temporary or final decree of dissolution or legal separation; and

(6) restitution payments received by eligible individuals and excludable interest as defined in section 803 of the
Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law1if)7

EFFECTIVE DATE . This section is effective for taxable years Inding after December 31, 2012.

Sec.23. Minnesota Statutes 2012, section 290.0671, subdivision 1, is amended to read:

Subdivision 1 Credit allowed. (a) An individual is allowed a credit against the tax imposed by this chapter
equal to a percentage @frned incomeTo receive a credit, a taxpayer must be eligible for a credit under section 32
of the Internal Revenue Code.

(b) For individuals with no qualifying children, the credit equals 1.9125 percent of the first $4,620 of earned
income The credt is reduced by 1.9125 percent of earned income or adjusted gross income, whichever is greater,
in excess of $5,770, but in no case is the credit less than zero.

(c) For individuals with one qualifying child, the credit equals 8.5 percent of the fi@2®G®&f earned income
and 8.5 percent of earned income over $12,080 but less than $13#80credit is reduced by 5.73 percent of
earned income or adjusted gross income, whichever is greater, in excess of $15,080, but in no case is the credit less
thanzero.

(d) For individuals with two or more qualifying children, the credit equals ten percent of the first $9,720 of
earned income and 20 percent of earned income over $14,860 but less than. $IBe80fkdit is reduced by 10.3
percent of earned incontg adjusted gross income, whichever is greater, in excess of $17,890, but in no case is the
credit less than zero.

(e) For a nonresident or parear resident, the credit must be allocated based on the percentage calculated under
section 290.06, subdivisn 2c, paragraph (e).
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() For a person who was a resident for the entire tax year and has earned income not subject to tax under this
chapter, including income excluded under section 290.01, subdivision 19b, clause (9), the credit must be allocated
based a the ratio of federal adjusted gross income reduced by the earned income not subject to tax under this
chapter over federal adjusted gross incorer purposes of this paragraph, the subtractions for military pay under
section 290.01, subdivision 19baakeg10)}-and{11)8) and (9) are not considered "earned income not subject to
tax under this chaptér

For the purposes of this paragraph, the exclusion of combat pay under section 112 of the Internal Revenue Code
is not considered "earned income saobject to tax under this chapter

(g) For tax years beginning after December 31, 2007, and before December 3la2@lfor tax years
beginning after December 31, 201f@e $5,770 in paragraph (b), the $15,080 in paragraph (c), and the $17,890 in
paragaph (d), after being adjusted for inflation under subdivision 7, are each increased by $3,000 for married
taxpayers filing joint returns For tax years beginning after December 31, 2008, the commissioner shall annually
adjust the $3,000 by the percentagermined pursuant to the provisions of section 1(f) of the Internal Revenue
Code, except that in section 1(f)(3)(B), the word "2007" shall be substituted for the word""1R&22009, the
commissioner shall then determine the percent change fronm2theotiths ending on August 31, 2007, to the 12
months ending on August 31, 2008, and in each subsequent year, from the 12 months ending on August 31, 2007, to
the 12 months ending on August 31 of the year preceding the taxable Yearearned income thieslds as
adjusted for inflation must be rounded to the nearest $lie amount ends in $5, the amount is rounded up to the
nearest $10 The determination of the commissioner under this subdivision is not a rule under the Administrative
Procedure Act.

(h) For tax years beginning after December 31, 2010, and before January la2D i@, tax years beginning
after December 31, 2012, and before January 1, 20&&5,770 in paragraph (b), the $15,080 in paragraph (c), and
the $17,890 in paragraph (@fter being adjusted for inflation under subdivision 7, are each increased by $5,000 for
married taxpayers filing joint returng-or tax years beginning after December 31, 2010, and before January 1, 2012,
and for tax years beginning after December 31.22@nd before January 1, 2018 commissioner shall annually
adjust the $5,000 by the percentage determined pursuant to the provisions of section 1(f) of the Internal Revenue
Code, except that in section 1(f)(3)(B), the word "2008" shall be substifotetie word "1992 For 2011, the
commissioner shall then determine the percent change from the 12 months ending on August 31, 2008, to the 12
months ending on August 31, 2QEhd in each subsequent year, from the 12 months ending on August 31, 2008, to
the 12 months ending on August 31 of the year preceding the taxable Ykarearned income thresholds as
adjusted for inflation must be rounded to the nearest #lihe amount ends in $5, the amount is rounded up to the
nearest $10 The determinatio of the commissioner under this subdivision is not a rule under the Administrative
Procedure Act.

(i) The commissioner shall construct tables showing the amount of the credit at various income levels and make
them available to taxpayersThe tables shhlffollow the schedule contained in this subdivision, except that the
commissioner may graduate the transition between income brackets.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.24. Minnesota Stautes 2012, section 290.0675, subdivision 1, is amended to read:
Subdivision 1 Definitions. (a) For purposes of this section the following terms have the meanings given.
(b) "Earned income" means the sum of the following, to the extent included ivebtita taxable income:

(1) earned income as defined in section 32(c)(2) of the Internal Revenue Code;
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(2) income received from a retirement pension, pifdring, stock bonus, or annuity plan; and
(3) Social Security benefits as defined in sec86(d)(1) of the Internal Revenue Code.
(c) "Taxable income" means net income as defined in section 290.01, subdivision 19.

(d) "Earned income of lessearning spouse" means the earned income of the spouse with the lesser amount of
earned income as defid in paragraph (b) for the taxable year minus the sum of (i) the amount for one exemption
under section 151(d) of the Internal Revenue Code and (ithalighe amount of the standard deduction under

sectlon 63(c)(2)(A) and (4) of the Internal Revenuei@mnus—eneha#—ef—any—addmen—mqe%ed—under—seet|on

Wou a ection

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.25. Minnesota Statutes 2012, section 290.0677, subdivision 2, is amended to read:
Subd.2. Definitions. (a) For purposes of this sectidhefollowing terms have the meanings given.
(b) "Designated area” means a:

(1) combat zone designated by Executive Order from the President of the United States;

(2) qualified hazardous duty area, designated in Public Law; or

(3) location certified by thdéJ.S. Department of Defense as eligible for combat zone tax benefits due to the
location's direct support of military operations.

(c) "Active military service" means active duty service in any of the United States armed forces, the National
Guard, or reswes.

(d) "Quialified individual" means an individual who has

(1) eithermet one of the following criteria:

(i) hasserved at least 20 years in the military
(ii) has a serviceonnected disability rating of 100 percent for a total and permalisadtility; or
(iii) has been determined by the military to be eligible for compensation from a pension or other retirement pay

from the federal government for service in the military, as computed under United States Code, title 10, sections
1401 to 14141447 to 1455, or 1273and

(2) separated from military service before the end of the taxable year.
(e) "Adjusted gross income" has the meaning given in section 61 of the Internal Revenue Code.

EFFECTIVE DATE . This section is effective for taxabyears beginning after December 31, 2012.
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Sec.26. Minnesota Statutes 2012, section 290.068, subdivision 3, is amended to read:

Subd.3. Limitation; carryover . (a)(1) The credit for a taxable year beginning before January 1, 2640,
after December 32012,shall not exceed the liability for taXLiability for tax" for purposes of this section means
the tax imposed under section 290.06, subdivision 1, for the taxable year reduced by the sum of the nonrefundable
credits allowed under this chapter.

(2) In the case of a corporation which is a partner in a partnership, the credit allowed for the taxable year shall
not exceed the lesser of the amount determined under clause (1) for the taxable year or an amount (separately
computed with respect to the poration's interest in the trade or business or entity) equal to the amount of tax
attributable to that portion of taxable income which is allocable or apportionable to the corporation's interest in the
trade or business or entity.

(b) If the amount of th credit determined under this section for any taxable year exceeds the limitation under
clause (a), the excess shall be a research credit carryover to each of the 15 succeeding taxableeyeatise
amount of the excess unused credit for the taxpdde shall be carried first to the earliest of the taxable years to
which the credit may be carried and then to each successive year to which the credit may beltariaeaount of
the unused credit which may be added under this clause shall not éhkeetadpayer's liability for tax less the
research credit for the taxable year.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.27. Minnesota Statutes 2012, section 290.068, subdivision 6a, is amended:

Subd.6a Credit to be refundable. If the amount of credit allowed in this section for qualified research
expenses incurred in taxable years beginning after December 31,a82@0D8efore January 1, 201&xceeds the
taxpayer's tax liability uter this chapter, the commissioner shall refund the excess anithmftcredit allowed for
qualified research expenses incurred in taxable years beginning after December 3an@®@@®ore January 1, 2013,
must be used before any research credit eameéersubdivision 3.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.28. Minnesota Statutes 2012, section 290.0681, subdivision 1, is amended to read:

Subdivision 1 Definitions. (a) For purposes dhis section, the following terms have the meanings given.

(b) "Account" means the historic credit administration account in the special revenue fund.

(c) "Office" means the State Historic Preservation Office of the Minnesota Historical Society.

(d) "Project" means rehabilitation of a certified historic structure, as defined in section 47(c)(3)(A) of the
Internal Revenue Code, that is located in Minnesota and is allowed a federabaghditsection-47{a}2)-of-the
internal-Revenue-Code

(e)"Society" means the Minnesota Historical Society.

(f) "Federal credit" means the credit allowed under section 47(a)(2) of the Internal Revenue Code.

(g) "Placed in service" has the meaning used in section 47 of the Internal Revenue Code.

(h) "Qualifiedrehabilitation expenditures" has the meaning given in section 47 of the Internal Revenue Code.

EFFECTIVE DATE . This section is effective the day following final enactment.
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Sec.29. Minnesota Statutes 2012, section 290.0681, subdivision 3, is amendead to

Subd.3. Applications; allocations. (a) To qualify for a credit or grant under this section, the developer of a
project must apply to the office before the rehabilitation begirtge application must contain the information and
be in the form precribed by the office The office may collect a fee for application of up%8,000,-based-00.5
percent ofestimated qualified rehabilitation expensest to exceed $35,000p offset costs associated with
personnel and administrative expenses reladeatiministering the credit and preparing the economic impact report
in subdivision 9 Application fees are deposited in the accoufihe application must indicate if the application is
for a credit or a grant in lieu of the credit or a combination eftito and designate the taxpayer qualifying for the
credit or the recipient of the grant.

(b) Upon approving an application for credit, the office shall issue allocation certificates that:
(1) verify eligibility for the credit or grant;

(2) state theamount of credit or grant anticipated with the project, with the credit amount equal to 100 percent
and the grant amount equal to 90 percent of the federal credit anticipated in the application;

(3) state that the credit or grant allowed may increasearedse if the federal credit the project receives at the
time it is placed in service is different than the amount anticipated at the time the allocation certificate is issued; and

(4) state the fiscal year in which the credit or grant is allocatedthamnthe taxpayer or grant recipient is entitled
to receive the credit or grant at the time the project is placed in service, provided that date is within three calendar
years following the issuance of the allocation certificate.

(c) The office, in constétion with the commissionex-revenue shall determine if the project is eligible for a
credit or a grant under this sectiand must notify the developer in writing of its determinatid@igibility for the
credit is subject to review and audit by temmissionepfrevenue

(d) The federal credit recapture and repayment requirements under section 50 of the Internal Revenue Code do
not apply to the credit allowed under this section.

(e) Any decision of the office under paragraph (c) may be challemsadcontested case under chapterTide
contested case proceeding must be initiated within 45 days of the date of written notification by the office.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.30. Minnesota Situtes 2012, section 290.0681, subdivision 4, is amended to read:

Subd.4. Credit certificates; grants. (a)(1) The developer of a project for which the office has issued an
allocation certificate must notify the office when the project is placeservice Upon verifying that the project has
been placed in service, and was allowed a federal credit, the office must issue a credit certificate to the taxpayer
designated in the application or must issue a grant to the recipient designated in theti@pplithe credit
certificate must state the amount of the credit.

(2) The credit amount equals the federal credit allowed for the project.
(3) The grant amount equals 90 percent of the federal credit allowed for the project.

(b) The recipient of a cdit certificate may assign the certificate to another taxpayer, which is then allowed the
credit under this section or section 2971.20, subdivisiorAB assignment is not valid unless the assignee notifies
the commissioner within 30 days of the date that assignment is maderhe commissioner shall prescribe the
forms necessary farotifying the commissioner of the assignment of a credit certificate ardisfioring a credit by
assignment.
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(c) Credits passed through to partners, members, sharehadewsners pursuant to subdivision 5 are not an
assignment of a credit certificate under this subdivision.

(d) A grant agreement between the office and the recipient of a grant may allow the grant to be issued to another
individual or entity.

EFFECTIVE DA TE. This section is effective the day following final enactment.

Sec.31. Minnesota Statutes 2012, section 290.0681, subdivision 5, is amended to read:

Subd.5. Partnerships; multiple owners. Credits granted to a partnership, a limited liability camptaxed as
a partnership, S corporation, or multiple owners of property are passed through to the partners, members,
shareholders, or owners, respectively, pro rata to each partner, member, shareholder, or owner based on their share
of the entity's assetor as specially allocated in their organizational docunwmmasiy other executed agreemeas
of the last day of the taxable year.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.32. [290.0693] VETERANS JOBS TAX CREDIT.

Subdivision 1 Definitions. (a) For the purposes of this section, the following terms have the meanings given.

(b) "Date of hire" means the day that the qualified employee beqgins performing services as an employee of the
qualified employer.

(c) "Disabled veteran” is a veteran who has had a seognaected disability rating as adjudicated by the
United States Veterans Administration, or by the retirement board of one of the several branches of the armed
forces.

(d)(1) "Qualified employee" mearen employee as defined in section 290.92, subdivision 1, who meets the
following criteria:

(i) the employee is a resident of Minnesota on the date of hire;

(ii) the employee is paid wages as defined in section 290.92, subdivision 1; and

(iii) the employee's wages are attributable to Minnesota under section 290.191, subdivision 12;

(2) Qualified employee does not include:

(i) any employee who bears any of the relationships to the employer described in subparagraphs (A) to (G) of
section 152(d)(2df the Internal Revenue Code;

(i) if the employer is a corporation, an employee who owns, directly or indirectly, more than 50 percent in value
of the outstanding stock of the corporation, or if the employer is an entity other than a corporation pgaemipbd
owns, directly or indirectly, more than 50 percent of the capital and profits interests in the entity, as determined with
the application of section 267(c) of the Internal Revenue Code; or

(iii) if the employer is an estate or trust, any employee is a fiduciary of the estate or trust, or is an individual
who bears any of the relationships described in subparagraphs (A) to (G) of section 152(d)(2) of the Internal
Revenue Code to a grantor, beneficiary, or fiduciary of the estate or trust.
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(e) "Qualified employer" means an employer that hired a disabled veteran, or an unemployed veteran as a
qualified employee.

(f) "Unemployed veteran" is a veteran who:

(1) received unemployment compensation under state or federal law at any time duringybartperiod prior
to the date of hire; and

(2) was unemployed on the date of hire.

(g) "Veteran" has the meaning given in section 197.447.

Subd.2. Credit allowed. (a) A qualified employer is allowed a credit for each of the following individuals tha
the qualified employer hires as a gualified employee during taxable years beginning after December 31, 2012, and
before January 1, 2017:

(1) a disabled veteran; or

(2) an unemployed veteran.

(b) Subject to the requirements of this section, there Ignibto the number of credits that a qualified employer
may claim under this section during a taxable year.

(c) A qualified employer may claim the credit either for the taxable year in which the gualified employee is
hired, or in the next taxable ye&éuyt may claim the credit only once for each qualified employee.

Subd.3. Credit amount for hiring certain veterans. (a) A qualified employer who is required to file a return
under section 289A.08, subdivision 1, 2, or 3, is allowed a credit against the tax imposed by this chapter as
determined undéhis subdivision.

(b) For hiring a disabled veteran as a gualified leyge, the credit equals ten percent of the wages paid to the
qualified employee during the taxable year, but the amount of the credit shall not exceed $1,200.

(c) For hiring an unemployed veteran as a qualified employee, the credit equals ten paheentanfes paid to
the gualified employee during the taxable year, but the amount of the credit shall not exceed $600.

(d) The credit is limited to the liability for tax under this chapter for the taxable year.

(e) A qualified employer is allowed only onéthe credits authorized under paragraphsfim(c) upon hiring a
disabled veteran, or an unemployed veteran as a qualified employee.

(f) A qualified employer may not claim a credit under this subdivision for hiring a disabled veteran, or an
unemployel veteran as a qualified employee if the qualified employer currently employs or has previously
employed the disabled veteran, or unemployed veteran.

Subd.4. Flow-through entities. Credits granted to a partnership, limited liability company taxed as a
partnership, S corporation, or multiple owners of a business are passed through to the partners, members,
shareholders, or owners, respectively, pro rata to each partner, member, shareholder, or owner based on their share
of the entity's assets or as spdigiallocated in their organizational documents, as of the last day of the taxable year.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.
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Sec.33. Minnesota Statutes 2012, section 290.091, subdivisionaZnénded to read:
Subd.2. Definitions. For purposes of the tax imposed by this section, the following terms have the meanings given:
(a) "Alternative minimum taxable income" means the sum of the following for the taxable year:

(1) the taxpayer'dederal alternative minimum taxable income as defined in section 55(b)(2) of the Internal
Revenue Code;

(2) the taxpayer's itemized deductions allowed in computing federal alternative minimum taxable income, but
excluding:

{5 (1) the medical expense deduction;

{i)- (i) the casualty, theft, and disaster loss deduction; and
v (iii) the impairmentelated work expenses of a disabled person;

(3) for depletiorallowances computed under section 613A(c) of the Internal Revenue Code, with respect to each
property (as defined in section 614 of the Internal Revenue Code), to the extent not included in federal alternative
minimum taxable income, the excess of the dédn for depletion allowable under section 611 of the Internal
Revenue Code for the taxable year over the adjusted basis of the property at the end of the taxable year (determined
without regard to the depletion deduction for the taxable year);

(4) to the extent not included in federal alternative minimum taxable income, the amount of the tax preference
for intangible drilling cost under section 57(a)(2) of the Internal Revenue Code determined without regard to
subparagraph (E);

(5) to the extent not imeded in federal alternative minimum taxable income, the amount of interest income as
provided by section 290.01, subdivision 19a, clause (1); and

(6) the amount of addition required by section 290.01, subdivision 19a, cl@ded9){(12)(13)-anflé)-to
(8) (7) to (9), (11), and (12)

less the sum of the amounts determined under the following:
(1) interest income as defined in section 290.01, subdivision 19b, clause (1);

(2) an overpayment of state income tax as provided by section 290.0lisiob 19b, clause (2), to the extent
included in federal alternative minimum taxable income;

(3) the amount of investment interest paid or accrued within the taxable year on indebtedness to the extent that
the amount does not exceed net investmentirecas defined in section 163(d)(4) of the Internal Revenue.Code
Interest does not include amounts deducted in computing federal adjusted gross income;

(4) amounts subtracted from federal taxable income as provided by section 290.01, subdivisicau$8%6¥|

o34y and{(16[6) to (12), (14), and (18and

(5) the amount of the net operating loss allowed under section 290.095, subdivision 11, paragraph (c).



3266 JOURNAL OF THEHOUSE [38TH DAY
In the case of an estate or trust, alternative minimum taxable income must be coaspptedided in section

59(c) of the Internal Revenue Code.
(b) "Investment interest" means investment interest as defined in section 163(d)(3) of the Internal Revenue Code.
(c) "Net minimum tax" means the minimum tax imposed by this section.

(d) "Regubr tax" means the tax that would be imposed under this chapter (without regard to this section and
section 290.032), reduced by the sum of the nonrefundable credits allowed under this chapter.

(e) "Tentative minimum tax" equals 6.4 percent of alternatimeimum taxable income after subtracting the
exemption amount determined under subdivision 3.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.34. Minnesota Statutes 2012, section 290.0921, subdiv&itssiamended to read:

Subd.3. Alternative minimum taxable income. "Alternative minimum taxable income" is Minnesota net
income as defined in section 290.01, subdivision 19, and includes the adjustments and tax preference items in
sections 56, 57, 5&nd 59(d), (e), (f), and (h) of the Internal Revenue Cotea corporation files a separate
company Minnesota tax return, the minimum tax must be computed on a separate compatfyebesiporation is
part of a tax group filing a unitary return, thegnimum tax must be computed on a unitary badike following
adjustments must be made.

(1) For purposes of the depreciation adjustments under section 56(a)(1) and 56(g)(4)(A) of the Internal Revenue
Code, the basis for depreciable property placee@ivice in a taxable year beginning before January 1, 1990, is the
adjusted basis for federal income tax purposes, including any modification made in a taxable year under section
290.01, subdivision 19e, or Minnesota Statutes 1986, section 290.09, sulndiviparagraph (c).

For taxable years beginning after December 31, 2000, the amount of any remaining modification made under
section 290.01, subdivision 19e, or Minnesota Statutes 1986, section 290.09, subdivision 7, paragraph (c), not
previously deductdis a depreciation allowance in the first taxable year after December 31, 2000.

(2) The portion of the depreciation deduction allowed for federal income tax purposes under section 168(k) of
the Internal Revenue Code that is required as an addition seckion 290.01, subdivision 19c, cla§4&) (12), is
disallowed in determining alternative minimum taxable income.

(3) The subtraction for depreciation allowed under section 290.01, subdivision 19d (&BU4®), is allowed
as a depreciation deduatiin determining alternative minimum taxable income.

(4) The alternative tax net operating loss deduction under sections 56(a)(4) and 56(d) of the Internal Revenue
Code does not apply.

(5) The special rule for certain dividends under se&&{a)(4)(C)(ii) of the Internal Revenue Code does not apply.

€A (6) The tax preference for depletion under section 57(a)(1) of the InternahiRe@ode does not apply.

£8) (7) The tax preference for intangible drilling costs under section 57(a)(2) of the Internal Revenue Code must
be calculated without regard to subparagraph (E) and the subtraction under section 290.01, subdivision 18¥, clause (



38TH DAY] THURSDAY, APRIL 18,2013 3267

{9) (8) The tax preference for tax exempt interest under section 57(a)(5) of the Internal Revenue Code does not apply.

0) (9) The tax preference for charitable contributions of appreciated property under section 57(a)(6) of the
Internal Revenue Codipes not apply.

1) (10) For purposes of calculating the tax preference for accelerated depreciation or amortization on certain
property placed in service before January 1, 1987, under section 57(a)(7) of the Internal Revenue Code, the
deduction allowale for the taxable year is the deduction allowed under section 290.01, subdivision 19e.

For taxable years beginning after December 31, 2000, the amount of any remaining modification made under
section 290.01, subdivision 19e, not previously deducteddspaeciation or amortization allowance in the first
taxable year after December 31, 2004.

&2 (11) For purposes of calculating the adjustment for adjusted current earnings in section 56(g) of the Internal
Revenue Code, the term "alternative minimum téxatcome™ as it is used in section 56(g) of the Internal Revenue
Code, means alternative minimum taxable income as defined in this subdivision, determined without regard to the
adjustment for adjusted current earnings in section 56(g) of the InternaiuRe@ede.

43) (12) For purposes of determining the amount of adjusted current earnings under section 56(g)(3) of the
Internal Revenue Code, no adjustment shall be made under section 56(g)(4) of the Internal Revenue Code with
respect to (i) the amount ddreign dividend grossip subtracted as provided in section 290.01, subdivision 19d,
clause (1), (ii) the amount of refunds of income, excise, or franchise taxes subtracted as provided in section 290.01,
subdivision 19d, clause (9), or (iii) the amountroyalties, fees or other like income subtracted as provided in
section 290.01, subdivision 19d, clause (10).

&4 (13) Alternative minimum taxable income excludes the income from operating in a job opportunity building
zone as provided under section 489.3

&5) (14) Alternative minimum taxable income excludes the income from operating in a biotechnology and
health sciences industry zone as provided under section 469.337.

Items of tax preference must not be reduced below zero as a result of the modicathis subdivision.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.35. Minnesota Statutes 2012, section 290.0922, subdivision 1, is amended to read:

Subdivision 1 Imposition. (a) Inaddition to the tax imposed by this chapter without regard to this section, the
franchise tax imposed on a corporation required to file under section 289A.08, subdivision 3, other than a
corporation treated as an "S" corporation under section 290.972befdgaxable year includes a tax equal to the
following amounts:

If the sum of the corporation's Minnesota property

payrolls, and sales or receipts is: the tax equals:
less-than $500.000 $0
$500-000 to $999.999 $100
$15000;000 to $4;999;999 $300
$5,000,000 to $9,999,999 $1,000
$10,000,000 to $19.999.999 $2;000

$20.000.000 of moere $5.:000
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less than $930,000 $0
$930,000 to $1,869,999 $190
$1,870,000 to $9,339,999 $560
$9,340,000 to $18,679,999 $1,870
$18,680,000 to $37,359,999 $3,740
$37,360,000 or more $9,340

(b) A tax is imposed for each taxable year on a corporation required to file a return under 2828d?,
subdivision 3, that is treated as an "S" corporation under section 290.9725 and on a partnership required to file a
return under section 289A.12, subdivision 3, other than a partnership that derives over 80 percent of its income from
farming Thetax imposed under this paragraph is due on or before the due date of the return for the taxpayer due
under section 289A.18, subdivision The commissioner shall prescribe the return to be used for payment of this
tax. The tax under this paragraph isuafjto the following amounts:

If the sum of the S corporation's or partnership's

Minnesota property, payrolls, and sales or receipts the tax equals:

less-than $500,000 $0
$500;000 to $999;999 $100
$1,000,000 to $4,999,999 $300
$5;000;000 te $9;999;999 $1000
$10,000,000 to $19,999,999 $2.000
less than $930,000 $0
$930,000 to $1,869,999 $190
$1,870,000 to $9,339,999 $560
$9,340,000 to $18,679,999 $1,870
$18,680,000 to $37,359,999 $3,740
$37,360,000 or more $9,340

(c) The commissioner shall adjust the dollar amounts of both the tax and the property, payrolls, and sales or
receiptsthresholds in paragraphs (a) and (b) by the percentage determined pursuant to the provisions of section 1(f)
of the Internal Revenue Code, except that in section 1(f)(3)(B) the word "2012" must be substituted for the word
"1992" For 2014, the commissioneshall determine the percentage change from the 12 months ending on
August31, 2012, to the 12 months ending on August 31, 2013, and in each subsequent year, from the 12 months
ending on August 31, 2012, to the 12 months ending on August 31 of the geadipg the taxable yeaThe
determination of the commissioner pursuant to this subdivision is not a "rule" subject to the Administrative
Procedure Act contained in chapter Tfhe tax amounts as adjusted must be rounded to the nearest $10 amount and
the threshold amounts must be adjusted to the nearest $10,000 afoutdax amounts that end in $5, the amount

is rounded ugo the nearest $10 amount and for the threshold amounts that end in $5,000, the amount is rounded up to the
nearest $10,000.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.36. Minnesota Statutes 2012, section 290.17, subdivision 4, is amended to read:

Subd.4. Unitary business principle (a) If a trade or business conductetolly within this state or partly
within and partly without this state is part of a unitary business, the entire income of the unitary business is subject
to apportionment pursuant to section 290.18btwithstanding subdivision 2, paragraph (c), nonéhefincome of
a unitary business is considered to be derived from any particular source and none may be allocated to a particular
place except as provided by the applicable apportionment formila provisions of this subdivision do not apply

to busines income subject to subdivision 5, income of an insurance company, or income of an investment company
determined under section 290.36.
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(b) The term "unitary business" means business activities or operations which result in a flow of value between
them The term may be applied within a single legal entity or between multiple entities and without regard to
whether each entity is a sole proprietorship, a corporation, a partnership or a trust.

(c) Unity is presumed whenever there is unity of ownership, dparaand use, evidenced by centralized
management or executive force, centralized purchasing, advertising, accounting, or other controlled interaction, but
the absence of these centralized activities will not necessarily evidence a nonunitary bukinégss also
presumed when business activities or operations are of mutual benefit, dependent upon or contributory to one
another, either individually or as a group.

(d) Where a business operation conducted in Minnesota is owned by a business entitiyidzabie business
activity outside the state different in kind from that conducted within this state, and the other business is conducted
entirely outside the state, it is presumed that the two business operations are unitary in nature, interrelated,
conrected, and interdependent unless it can be shown to the contrary.

(e) Unity of ownershlps doesnot deemed-t@xist whenaeeerperatrems;wo or more corporations anevolved

IS ore than 50 percent of the
voting stock of eactnnember—et—the—greugorgoratlonls dlrectly or |nd|rectly owned by a common owner or by
common owners, either corporate or noncorporate, or by one or more of the member corporations of.thegroup
this purpose, the term "voting stock" shall include membership interests of mutual insurance holding companies
formed under section 66A.40.

(f) The net income and apportionment factors under section 290.191 or 290.20 of foreign corporatiorerand oth
foreign entities which are part of a unitary business shall not be included in the net income or the apportionment
factors of the unitary busines#\ foreign corporation or other foreign entity whichnst included on a combined
report and WhICh isequired to file a return under this chapter shall f|Ie ona separate return Basisqietincome
Orpors be-included in

5@ ovided—i ph Tlae
legislature |ntends that the provisions of this paraqraph are not severable from the provisions of section 290.01,
subdivision 5, clauses (4) and (5), and if any of those provision®anel to be unconstitutional, the provisions of
this paragraph are void for the respective taxable years.

ividend on the

or foreign

ion shall be
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) (g) For purposes of determining the net income of a unitary business and the facheraused in the
apportionment of net income pursuant to section 290.191 or 290.20, there must be included only the income and
apportionment factors of domestic corporations or other domestic eptitiesthan-foreign-operating-corporations
that are detenined to be part of the unitary business pursuant to this subdivision, notwithstanding that foreign
corporations or other foreign entities might be included in the unitary business.

) (h) Deductions for expenses, interest, or taxes otherwise allowatksr this chapter that are connected with

or allocable against dividenddeemed-dividends-describedparagraph-{g)or royalties, fees, or other like income

described in section 290.01, subdivision 19d, clause (10), shall not be disallowed.

&) (i) Each corporation or other entity, except a sole proprietorship, that is part of a unitary business must file
combined reports as the commissioner determir@s the reports, all intercompany transactions between entities
included pursuant to paragragh) (g) must be eliminated and the entire net income of the unitary business
determined in accordance with this subdivision is apportioned among the entities by using each entity's Minnesota
factors for apportionment purposes in the numerators of the appoetriormula and the total factors for
apportionment purposes of all entities included pursuant to paradgkpfg) in the denominators of the
apportionment formula All sales of the unitary business made within Minnesota pursuant to section 290.191 or
290.20 must be included on the separate combined report of a corporation that is a member of the unitary business
and is subject to the jurisdiction of this state to impose tax under this chapter.

{9 () If a corporation has been divested from a unitamginess and is included in a combined report for a
fractional part of the common accounting period of the combined report:

(1) its income includable in the combined report is its income incurred for that part of the year determined by
proration or sepata accounting; and

(2) its sales, property, and payroll included in the apportionment formula must be prorated or accounted for
separately.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.37. Minnesda Statutes 2012, section 290.21, subdivision 4, is amended to read:

Subd.4. Dividends received from another corporation (a)(1) Eighty percent of dividends received by a
corporation during the taxable year from another corporation, in which theemtcgpiins 20 percent or more of the
stock, by vote and value, not including stock described in section 1504(a)(4) of the Internal Revenue Code when the
corporate stock with respect to which dividends are paid does not constitute the stock in tradexphtfes ta
would not be included in the inventory of the taxpayer, or does not constitute property held by the taxpayer
primarily for sale to customers in the ordinary course of the taxpayer's trade or business, or when the trade or
business of the taxpaydoes not consist principally of the holding of the stocks and the collection of the income
and gains therefrom; and

(2)(i) the remaining 20 percent of dividends if the dividends received are the stock in an affiliated company
transferred in an overall @h of reorganization and the dividend is eliminated in consolidation under Treasury
Department Regulation 1.1502(a), as amended through December 31, 1989;

(i) the remaining 20 percent of dividends if the dividends are received from a corporatiorisrtiect to tax
under section 290.36 and which is a member of an affiliated group of corporations as defined by the Internal
Revenue Code and the dividend is eliminated in consolidation under Treasury Department Regulatieb4{a)502
as amended thrgh December 31, 1989, or is deducted under an election under section 243(b) of the Internal
Revenue Code; or
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(iii) the remaining 20 percent of the dividends if the dividends are received from a property and casualty insurer
as defined under section 60A.&Qbdivision 8, which is a member of an affiliated group of corporations as defined
by the Internal Revenue Code and eithg) the dividend is eliminated in consolidation under Treasury Regulation
1.150214(a), as amended through December 31, 1989Bpthe dividend is deducted under an election under
section 243(b) of the Internal Revenue Code.

(b) Seventy percent of dividends received by a corporation during the taxable year from another corporation in
which the recipient owns less than 20 percérhe stock, by vote or value, not including stock described in section
1504(a)(4) of the Internal Revenue Code when the corporate stock with respect to which dividends are paid does not
constitute the stock in trade of the taxpayer, or does not congtitiferty held by the taxpayer primarily for sale to
customers in the ordinary course of the taxpayer's trade or business, or when the trade or business of the taxpayer
does not consist principally of the holding of the stocks and the collection of ireyahgain therefrom.

(c) The dividend deduction provided in this subdivision shall be allowed only with respect to dividends that are
included in a corporation’'s Minnesota taxable net income for the taxable year.

The dividend deduction provided in thisbslivision does not apply to a dividend from a corporation which, for
the taxable year of the corporation in which the distribution is made or for the next preceding taxable year of the
corporation, is a corporation exempt from tax under section 501 titdreal Revenue Code.

The dividend deduction provided in this subdivision does not apply to a dividend received from a real estate
investment trust, as defined in section 856 of the Internal Revenue Code.

The dividend deduction provided in this subdivis applies to the amount of regulated investment company
dividends only to the extent determined under section 854(b) of the Internal Revenue Code.

The dividend deduction provided in this subdivision shall not be allowed with respect to any dividesitfor
a deduction is not allowed under the provisions of section 246(c) of the Internal Revenue Code.

(d) If dividends received by a corporation that does not have nexus with Minnesota under the provisions of
Public Law 86272 are included as income oretreturn of an affiliated corporation permitted or required to file a
combined report under section 290.17, subdivision 4, or 290.34, subdivision 2, then for purposes of this subdivision
the determination as to whether the trade or business of the carpamansists principally of the holding of stocks
and the collection of income and gains therefrom shall be made with reference to the trade or business of the
affiliated corporation having a nexus with Minnesota.

(e) The deduction provided by this sulidioan does not apply if the dividends are paid by a FSC as defined in
section 922 of the Internal Revenue Code.

() If one or more of the members of the unitary group whose income is included on the combined report
received a dividend, the deduction unttés subdivision for each member of the unitary business required to file a
return under this chapter is the product ¢f) 100 percent of the dividends received by members of the group; (2)
the percentage allowed pursuant to paragraph (a) or (b);3artig( percentage of the taxpayer's business income
apportionable to this state for the taxable year under section 290.191 or 290.20.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.
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Sec.38. Minnesota Staties 2012, section 290A.03, subdivision 15, as amended by Laws 2013, chapter 3,
section 5, is amended to read:

Subd.15. Internal Revenue Code Fer—taxable—years—beginning—beforeJanuary—1,—2012,—and after
Deeembe@l—zgéz "Internal Revenue Code" means the Internal Revenue Code of 1986 as amended through

, "Internal

EFFECTIVE DATE . This section is effective for property tax refunds based on property taxes payable after
December 31, 2013, and rent paid after December 31, 2012.

Sec.39. Minnesota Statutes 2012, section 298.01, sukidiv 3b, is amended to read:

Subd.3b. Deductions (a) For purposes of determining taxable income under subdivision 3, the deductions
from gross income include only those expenses necessary to convert raw ores to marketablé&gaohlgyxpenses
include costs associated with refinement but do not include expenses such as transportation, stockpiling, marketing,
or marine insurance that are incurred after marketable ores are produced, unless the expenses are included in gross
income The allowable dedtions from a mine or plant that mines and produces more than one mineral, metal, or
energy resource must be determined separately for the purposes of computing the deduction in section 290.01,
subdivision 19c, claus€®) (8). These deductions may be camdd on one occupation tax return to arrive at the
deduction from gross income for all production.

(b) The provisions of section 290.01, subdivisions 19c, clauses(b{9), and 19d, clauses (7) and (11), are not
used to determine taxable income.

Sec.40. ESTIMATED TAXES; EXCEPTIONS.

No addition to tax, penalties, or interest may be made under Minnesota Statutes, section 289A.25, for any period
before September 15, 2013, with respect to an underpayment of estimated tax, to the extent that thenentlerpay
was created or increased by the increase in income tax rates under this article.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

Sec.41l. REPEALER.

Minnesota Statutes 2012, sections 290.01, subdivib; 290.06, subdivision 22a; 290.0672; and 290.0921,
subdivision 7 are repealed.

EFFECTIVE DATE . This section is effective for taxable years beginning after December 31, 2012.

ARTICLE 7
ESTATE AND GIFT TAXES

Section 1 Minnesota Statutes 2012ection 289A.10, subdivision 1, is amended to read:
Subdivision 1 Return required. In the case of a decedent who has an interest in property with a situs in
Minnesota, the personal representative must submit a Minnesota estate tax return to theiamennmdssa form

prescribed by the commissioner, if:

(1) a federal estate tax return is required to be filed; or
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(2) thesum of thefederal gross estatnd federal adjusted taxable gifts made within three years of the date of
the decedent's deatixceed$1,000,000.

The return must contain a computation of the Minnesota estate tax Tthes return must be signed by the
personal representative.

EFFECTIVE DATE . This section is effective for estates of decedents dying after December 31, 2012.

Sec.2. Minnesota Statutes 2012, section 291.005, subdivision 1, is amended to read:

Subdivision 1 Scope Unless the context otherwise clearly requires, the following terms used in this chapter
shall have the following meanings:

(1) "Commissioner" means the corissioner of revenue or any person to whom the commissioner has delegated
functions under this chapter.

(2) "Federal gross estate" means the gross estate of a decedent as required to be valued and otherwise determined
for federal estate tax purposes unther Internal Revenue Code.

(3) "Internal Revenue Code" means the United States Internal Revenue Code of 1986, as amended through
Aprik14-2011January 3, 201,3ut without regard to the provisions s#ctions 501-and-901 of Public- Law-103,

as-amendedy-Public Law-111312,and-section-301{c)-of Public Law-1312 section 2011, paragraph (f), of the

Internal Revenue Code

(4) "Minnesota adjusted taxable estate” means federal adjusted taxable estate as defined by section 2011(b)(3) of
the Internal Reveue Code, plus

(i) the amount of deduction for state death taxes allowed under section 2058 of the Internal Revenue Code;

(ii) the amount of taxable qifts, as defined in section 292.16, and made by the decedent within three years of the
decedent's datef deathjess

¢ (i) (A) the value of qualified small business property under section 291.03, subdivision 9, and the value of
qualified farm property under section 291.03, subdivision 10, or (B) $4,000,000, whichever is less.

(5) "Minnesota gross &e" means the federal gross estate of a decedent after (a) excluding therefrom any
property included therein which has its situs outside Minnesota, and (b) including therein any property omitted from
the federal gross estate which is includable thet®hs, its situs in Minnesota, and was not disclosed to federal
taxing authorities.

(6) "Nonresident decedent" means an individual whose domicile at the time of death was not in Minnesota.

(7) "Personal representative" means the executor, administratothe@r jperson appointed by the court to
administer and dispose of the property of the decedénthere is no executor, administrator or other person
appointed, qualified, and acting within this state, then any person in actual or constructive pos$ession o
property having a situs in this state which is included in the federal gross estate of the decedent shall be deemed to
be a personal representative to the extent of the property and the Minnesota estate tax due with respect to the property.

(8) "Resident decedent" means an individual whose domicile at the time of death was in Minnesota.

(9) "Situs of property" means, with respect to
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(i) real property, the state or country in which it is locateith-respeet-to

(ii) tangible personal propertihe state or country in which it was normally kept or located at the time of the
decedent's deathr for a qgift of tangible personal property within three years of death, the state or country in which
it was normally kept or located when the gift was exed andwith-respeetto

(i) intangible personal property, the state or country in which the decedent was domiciled at d@athqift
of intangible personal property within three years of death, the state or country in which the decedent vilad domic
when the gift was executed

For a nonresident decedent with an ownership interest in ahpasgh entity with assets that include real or
tangible personal property, situs of the real or tangible personal property is determined as if-theggsentity
does not exist and the real or tangible personal property is personally owned by the ddéddemiasshrough
entity is owned by a person or persons in addition to the decedent, ownership of the property is attributed to the
decedent in prgortion to the decedent's capital ownership share of thetipamgh entity.

(10) "Pasghrough entity" includes the following:

(i) an entity electing S corporation status under section 1362 of the Internal Revenue Code;

(ii) an entity taxed as partnership under subchapter K of the Internal Revenue Code;

(iii) a singlemember limited liability company or similar entity, regardless of whether it is taxed as an association
or is disregarded for federal income tax purposes under Code of Federtigns, title 26, section 301.7731 or

(iv) a trust to the extent the property is includible in the decedent's federal gross estate.

EFFECTIVE DATE . This section is effective for decedents dying after December 31, 2012.

Sec.3. Minnesota Statute®012, section 291.03, subdivision 1, is amended to read:

Subdivision 1 Tax amount. (a) The tax imposed shall be an amount equal to the proportion of the maximum
credit for state death taxes computed under section 2011 of the Internal Revenue CadingbiMinnesota
adjusted taxable estate instead of federal adjusted taxable estate, as the Minnesota gross estate bears to the value of
the federal gross estat@&he tax is reduced by:

(1) the gift tax paid by the decedent under section 292.17 onmgftgled in the Minnesota adjusted gross estate
and not subtracted as qualified farm or small business property; and

(2) any credit allowed under subdivision 1c.

(b) The tax determined under this subdivision must not be greater than the sum of thendobongunts
multiplied by a fraction, the numerator of which is the Minnesota gross estate and the denominator of which is the
federal gross estate:

(2) the rates and brackets under section 2001(c) of the Internal Revenue Code multiplied by the sum of:

(i) the taxable estate, as defined under section 2051 of the Internal Revenue Code; plus

(i) adjusted taxable qifts, as defined in section 2001(b) of the Internal Revenue Code; less
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(i) the lesser of (A) the sum of the value of qualified small busipeggerty under subdivision 9, and the value
of qualified farm property under subdivision 10, or (B) $4,000,000; less
(2) the amount of tax allowed under section 2001(b)(2) of the Internal Revenue Code; and less

(3) the federal credit allowed under seat010 of the Internal Revenue Code.

(c) For purposes of this subdivision, "Internal Revenue Code" means the Internal Revenue Code of 1986, as
amended through December 31, 2000.

EFFECTIVE DATE . This section is effective for decedents dying after Deezrth, 2012.

Sec.4. Minnesota Statutes 2012, section 291.03, is amended by adding a subdivision to read:

Subd.1c. Nonresident decedent tax credit (a) The estate of a nonresident decedent that is subject to tax under
this chapter on the value of Miasota situs property held in a pasough entity is allowed a credit against the tax
due under this section equal to the lesser of:

(1) the amount of estate or inheritance tax paid to another state that is attributable to the Minnesota situs property
held in the passhrough entity; or

(2) the amount of tax paid under this section attributable to the Minnesota situs property held irltineysgsentity.

(b) The amount of tax attributable to the Minnesota situs property held in théhpasgh enty must be
determined by the increase in the estate or inheritance tax that results from including the market value of the
property in the estate or treating the value as a taxable inheritance to the recipient of the property.

EFFECTIVE DATE . This sectbn is effective for decedents dying after December 31, 2012.

Sec.5. Minnesota Statutes 2012, section 291.03, subdivision 8, is amended to read:

Subd.8. Definitions. (a) For purposes of this section, the following terms have the meanings gives in thi
subdivision.

(b) "Family member" means a family member as defined in section 2032A(e)(2) of the Internal Revenue Code
or a trust whose present beneficiaries are all family members as defined in section 2032A(e)(2) of the Internal
Revenue Code

(c) "Qualified heir" means a family member who acquired qualified profresyupon the death dhe decedent
and satisfies the requirement under subdivisjate®se6) (7), or subdivisiorl0, claus€4) (5), for the property.

(d) "Qualified property"means qualified small business property under subdivision 9 and qualified farm
property under subdivision 10.

EFFECTIVE DATE . This section is effective retroactively for estates of decedents dying after June 30, 2011.

Sec.6. Minnesota Statutes 201&2ection 291.03, subdivision 9, is amended to read:

Subd.9. Qualified small business property Property satisfying all of the following requirements is qualified
small business property:
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(1) The value of the property was included in the federal adjtatadle estate.

(2) The property consists of the assets of a trade or business or shares of stock or other ownership interests in a

corporat|on or other entlty engaged in a trade or bumné@t@—deeeéent—er—the—deeedent—s—speuse—must have
3 Revenue Code

i he-deceden sﬁllearths of stock in a corporatlon or an
ownershlp mterest in another type oflendo not qualn‘y under this subdivision if the shares or ownership interests
are traded on a public stock exchange at any time during theybaegeriod ending on the decedent's date of
death For purposes of this subdivision, an ownership interedtides the interest the decedent is deemed to own
under sections 2036, 2037, and 2038 of the Internal Revenue Code.

(3) During the taxable year that ended before the decedent's death, the trade or business must not have been a
passive activity within thaneaning of section 469(c) of the Internal Revenue Code, and the decedent or the
decedent's spouse must have materially participated in the trade or business within the meaning of section 469(h) of
the Internal Revenue Code, excluding section 469(h)(3h@finternal Revenue Code and any other provision
provided by United States Treasury Department requlation that substitutes material participation in prior taxable
years for material participation in the taxable year that ended before the decedent's death.

(4) The gross annual sales of the trade or business were $10,000,000 or less for the last taxable year that ended
before the date of the death of the decedent.

) (5) The property does not consist of cashcash equivalentpublicly tradedsecurities, or assets not used in
the operation of the trade or busine§®r property consisting of shares of stock or other ownership interests in an
entity, theameuntvalueof casher, cash equivalentpublicly traded securities, or assets not ugetthié operation of
the trade or businedseld by the corporation or other entity must be deducted from the value of the property
qualifying under this subdivision in proportion to the decedent's share of ownership of the entity on the date of death.

£5) (6) The decedent continuously owned the propengiuding property the decedent is deemed to own under
sections 2036, 2037, and 2038 of the Internal Revenue @odhe threeyear period ending on the date of death of
the decedentln the case of a selproprietor, if the property replaced similar property within the tlysee period,
the replacement property will be treated as having been owned for the/élaregeriod ending on the date of death

of the decedent.

hree years

(7) Eor three years following the date of death of the decedent, the trade or business is not a passive activity
within the meaning o$ection 469(c) of the Internal Revenue Code, and a family member materially participates in
the operation of the trade or business within the meaning of section 469(h) of the Internal Revenue Code, excluding
section 469(h)(3) of the Internal Revenue Cauel any other provision provided by United States Treasury
Department regulation that substitutes material participation in prior taxable years for material participation in the
three years following the date of death of the decedent.

(8) The estate andhé qualified heir elect to treat the property as qualified small business property and agree, in
the form prescribed by the commissioner, to pay the recapture tax under subdivision 11, if applicable.

EFFECTIVE DATE . This section is effective retroactiyefor estates of decedents dying after June 30, 2011.

Sec.7. Minnesota Statutes 2012, section 291.03, subdivision 10, is amended to read:
Subd.10. Qualified farm property. Property satisfying all of the following requirements is qualified farm ptgpe

(1) The value of the property was included in the federal adjusted taxable estate.
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(2) The property consists affarm-meeting-therequirementsagfricultural land as defined in section 500.24,

subdivision 2, paragraph (q), and is owned by a pess@mntity that is not excluded from owning agricultural land
by section 500.2 , he-decedent's

(3) For _property taxes payable in the taxable year of decedent's death, the property is classified as class 2a
property under section 273.13, subdivision 23, and is classified as agricultural homestead, agricultural relative
homesteador special agricultural homestead under section 273.124.

(4) The decedent continuously owned the properigluding property the decedent is deemed to own under
sections 2036, 2037, and 2038 of the Internal Revenue Gowdbe threeyear period endimon the date of death of
the decedengither by ownership of the agricultural land or pursuant to holding an interest in an entity that is not
excluded from owning agricultural land under section 500.24

classified for propertv tax purposes as class 2a propertv under section 273.13, subdivisanti?@e years
following the date of death of the decedent.

{5) (6) The estate and the qualifideir elect to treat the property as qualified farm property and agree, in a form
prescribed by the commissioner, to pay the recapture tax under subdivision 11, if applicable.

EFFECTIVE DATE . This section is effective retroactively for estates@®fedents dying after June 30, 2011.

Sec.8. Minnesota Statutes 2012, section 291.03, subdivision 11, is amended to read:

Subd.11. Recapture tax (a) If, within three years after the decedent's death and before the death of the
qualified heir, the qalified heir disposes of any interest |n the qualified property, other than by a dlsposmon to a
family member, or a family member ceasesi$e
decedensatisfy the requirement under subdivisi®, clause (7) or 10, clause (an addltlonal estate tax is imposed
on the property In the case of a sole proprietor, if the qualified heir replaces qualified small business property
excluded under subdivision 9 with similar property, then the dgedltieir will not be treated as having disposed of
an interest in the qualified property.

(b) The amount of the additional tax equals the amount of the exclusion claimed by the estate under subdivision 8,
paragraph (d), multiplied by 16 percent.

(c) The additional tax under this subdivision is due on the day which is six months after the date of the
disposition or cessation in paragraph (a).

EFFECTIVE DATE . This section is effective retroactively for estates of decedents dying after June 30, 2011.

Sec.9. [292.16] DEFINITIONS.

(a) For purposes of this chapter, the following definitions apply.

(b) The definitions of terms defined in section 291.005 apply.

(c) "Resident" has the meaning given in section 290.01.

(d) "Taxable qgifts" means:
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(1) thetransfers by gift which are included in taxable gifts for federal gift tax purposes under the following
sections of the Internal Revenue Code:

(i) section 2503;

(ii) sections 2511 to 2514; and

(iii) sections 2516 to 2519; less

(2) the deductionallowed in sections 2522 to 2524 of the Internal Revenue Code.

EFFECTIVE DATE . This section is effective for taxable gifts made after June 30, 2013.

Sec.10. [292.17] GIFT TAX.

Subdivision 1 Imposition. (a) A tax is imposed on the transfer of prapédy qift by any individual resident or
nonresident in an amount equal to ten percent of the amount of the taxable gift.

(b) The donor is liable for payment of the taK the gift tax is not paid when due, the donee of any gift is
personally liable fothe tax to the extent of the value of the gift.

Subd.2. Lifetime credit. A credit is allowed against the tax imposed under this section equal to $100,000
This credit applies to the cumulative amount of taxable gifts made by the donor duringdhs lifetime.

Subd.3. Out-of-state gifts Taxable gifts exclude the transfer of:

(1) real property located outside of this state;

(2) tangible personal property that was normally kept at a location outside of the state on the date the gift was
exected; and

(3) intangible personal property made by an individual who is not a resident.

EFFECTIVE DATE . This section is effective for taxable gifts made after June 30, 2013.

Sec.11. [292.18] RETURNS.

(a) Any individual who makes a taxable gift duritite taxable year shall file a gift tax return in the form and
manner prescribed by the commissioner.

(b) If the donor dies before filing the return, the executor of the donor's will or the administrator of the donor's
estate shall file the returnlf the donor becomes legally incompetent before filing the return, the guardian or
conservator shall file the return.

(c) The return must include:

(1) each qift made during the calendar year which is to be included in computing the taxable gifts;

(2) the dedctions claimed and allowable under section 292.16, paragraph (d), clause (2);

(3) a description of the gift, and the donee's name, address, and Social Security number;
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(4) the fair market value of gifts not made in money; and

(5) any other informatiorhe commissioner requires to administer the gift tax.

EFFECTIVE DATE . This section is effective for taxable gifts made after June 30, 2013.

Sec.12. [292.19] FILING REQUIREMENTS.

Gift tax returns must be filed by the April 15 following the close ofdhlendar year, except if a gift is made
during the calendar year in which the donor dies, the return for the donor must be filed by the last date, including
extensions, for filing the qift tax return for federal gift tax purposes for the donor.

EFFECTIVE DATE. This section is effective for taxable gifts made after June 30, 2013.

Sec.13. [292.20] APPRAISAL OF PROPERTY; DECLARATION BY DONOR.

The commissioner may require the donor or the donee to show the property subject to the tax under section
292.17to the commissioner upon demand and may employ a suitable person to appraise the propetiynor
shall submit a declaration, in a form prescribed by the commissioner and including any certification required by the
commissioner, that the property sholy the donor on the gift tax return includes all of the property transferred by
gift for the calendar year and not deductible under section 292.16, paragraph (d), clause (2).

EFFECTIVE DATE . This section is effective for taxable gifts made after Juhe613.

Sec.14. [292.21] ADMINISTRATIVE PROVISIONS.

Subdivision 1 Payment of tax; penalty for late payment The tax imposed under section 292.17 is due and
payable to the commissioner by the April 15 following the close of the calendar year dhigigthe gift was
made The return required under section 292.19 must be included with the pavin@téxable gift is made during
the calendar year in which the donor dies, the due date is the last date, including extensions, for filing the gift tax
return for federal gift tax purposes for the dandfr any person fails to pay the tax due within the time specified
under this section, a penalty applies equal to ten percent of the amount due and unpaid or $100, whichever is greater
The unpaid tax angenalty bear interest at the rate under section 270C.40 from the due date of the return.

Subd.2. Extensions The commissioner may, for good cause, extend the time for filing a gift tax return, if a
written request is filed with a tentative retusacompanied by a payment of the tax, which is estimated in the
tentative return, on or before the last day for filing the retukny person to whom an extension is granted must
pay, in addition to the tax, interest at the rate under section 270C.4hiatate on which the tax would have been
due without the extension.

Subd.3. Changes in federal qift tax If the amount of a taxpayer's taxable gifts for federal gift tax purposes, as
reported on the taxpayer's federal gift tax return for any caleyehn is changed or corrected by the Internal
Revenue Service or other officer of the United States or other competent authority, the taxpayer shall report the
change or correction in federal taxable gifts within 180 days after the final determinati@ncbiinge or correction,
and concede the accuracy of the determination or provide a letter detailing how the federal determination is incorrect
or does not change the Minnesota gift. takny taxpayer filing an amended federal gift tax return shall also fi
within 180 days an amended return under this chapter and shall include any information the commissioner requires
The time for filing the report or amended return may be extended by the commissioner upon due cause shown
Notwithstanding any limitatiorof time in this chapter, if, upon examination, the commissioner finds that the
taxpayer is liable for the payment of an additional tax, the commissioner shall, within a reasonable time from the
receipt of the report or amended return, notify the taxpal¢ne amount of additional tax, together with interest
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computed at the rate under section 270C.40 from the date when the original tax was due and Y4iEbI&80

days of the mailing of the notice, the taxpayer shall pay the commissioner the améhmtadditional tax and
interest If, upon examination of the report or amended return and related information, the commissioner finds that
the taxpayer has overpaid the tax due the state, the commissioner shall refund the overpayment to the taxpayer.

Suld. 4. Application of federal rules. In administering the tax under this chapter, the commissioner shall
apply the provisions of sections 2701 to 2704 of the Internal Revenue Chdewvords "secretary or his delegate,"
as used in those sections of thieelnal Revenue Code, mean the commissioner.

EFFECTIVE DATE . This section is effective for taxable gifts made after June 30, 2013.

Sec.15. [292.22] CREDIT AGAINST ESTATE TAX.

A credit is allowed against the estate tax imposed under chapter 291aimdi@t of any tax imposed and paid
under this chapter for a gift includable in the Minnesota adjusted taxable estate of the donor under section 291.005.

EFFECTIVE DATE . This section is effective for taxable gifts made after June 30, 2013.

ARTICLE 8
SALES AND USE TAX; LOCAL SALES TAXES

Section 1 Minnesota Statutes 2012, section 297A.61, subdivision 3, is amended to read:

Subd.3. Sale and purchase (a) "Sale" and "purchase" include, but are not limited to, each of the transactions
listed in thissubdivision.

(b) Sale and purchase include:

(1) any transfer of title or possession, or both, of tangible personal property, whether absolutely or conditionally,
for a consideration in money or by exchange or barter; and

(2) the leasing of or thgranting of a license to use or consume, for a consideration in money or by exchange or
barter, tangible personal property, other than a manufactured home used for residential purposes for a continuous
period of 30 days or more.

(c) Sale and purchase inde the production, fabrication, printing, or processing of tangible personal property
for a consideration for consumers who furnish either directly or indirectly the materials used in the production,
fabrication, printing, or processing.

(d) Sale and pwhase include the preparing for a consideration of .foblbtwithstanding section 297A.67,
subdivision 2, taxable food includes, but is not limited to, the following:

(1) prepared food sold by the retailer;
(2) soft drinks;

(3) candy;

(4) dietary suppments; and

(5) all food sold through vending machines.
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(e) A sale and a purchase includes the furnishing for a consideration of electricity, gas, water, or steam for use or
consumption within this state.

() A sale and a purchase includes the tranfjera consideration of prewritten computer software whether
delivered electronically, by load and leave, or otherwise.

(9) A sale and a purchase includes the furnishing for a consideration of the following services:

(1) the privilege of admission to plke€ of amusement, recreational areas, or athletic evientading seat
licenses, the rental of box seats, suites, sky boxes, and similar facilities in stadiums andratehasmaking
available of amusement devices, tanning facilities, reducing sadteean baths, Turkish baths, health clubs, and
spas or athletic facilities;

(2) lodging and related services by a hotel, rooming house, resort, campground, motel, or trailer camp, including
furnishing the guest of the facility with access to telecommunitaervices, and the granting of any similar license
to use real property in a specific facility, other than the renting or leasing of it for a continuous period of 30 days or
more under an enforceable written agreement that may not be terminated wittowuhotice and including
accommodations intermediary services provided in connection with other services provided under this clause;

(3) nonresidential parking services, whether on a contractual, hourly, or other periodic basis, except for parking
at ameter,

(4) the granting of membership in a club, association, or other organization if:

(i) the club, association, or other organization makes available for the use of its members sports and athletic
facilities, without regard to whether a separate oh&@@ssessed for use of the facilities; and

(i) use of the sports and athletic facility is not made available to the general public on the same basis as it is
made available to members.

Granting of membership means both onetime initiation fees anddgemembership duesSports and athletic
facilities include golf courses; tennis, racquetball, handball, and squash courts; basketball and volleyball facilities;
running tracks; exercise equipment; swimming pools; and other similar athletic or spititissfac

(5) delivery of aggregate materials by a third party, excluding delivery of aggregate material used in road
construction; and delivery of concrete block by a third party if the delivery would be subject to the sales tax if
provided by the sellesf the concrete block; and

(6) services as provided in this clause:
() laundry and dry cleaning services including cleaning, pressing, repairing, altering, and storing clothes, linen
services and supply, cleaning and blocking hats, and carpet, drapkoystery, and industrial cleanind.aundry

and dry cleaning services do not include services provided by coin operated facilities operated by the customer;

(i) motor vehicle washing, waxing, and cleaning services, including services provided byemnated facilities
operated by the customer, and rustproofing, undercoating, and towing of motor vehicles;

(i) building and residential cleaning, maintenance, and disinfecting services and pest control and exterminating
services;
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(iv) detective, secunt burglar, fire alarm, and armored car services; but not including services performed within
the jurisdiction they serve by effuty licensed peace officers as defined in section 626.84, subdivision 1, or services
provided by a nonprofit organization fononitoring and electronic surveillance of persons placed dmine
detention pursuant to court order or under the direction of the Minnesota Department of Corrections;

(v) pet grooming services;

(vi) lawn care, fertilizing, mowing, spraying and spriggiservices; garden planting and maintenance; tree, bush,
and shrub pruning, bracing, spraying, and surgery; indoor plant care; tree, bush, shrub, and stump removal, except
when performed as part of a land clearing contract as defined in section 297 Adi8issan 40; and tree trimming
for public utility lines Services performed under a construction contract for the installation of shrubbery, plants,
sod, trees, bushes, and similar items are not taxable;

(vii) massages, except when provided by a licérisealth care facility or professional or upon written referral
from a licensed health care facility or professional for treatment of illness, injury, or disease; and

(viii) the furnishing of lodging, board, and care services for animals in kennels laedsomilar arrangements,
but excluding veterinary and horse boarding services.

In applying the provisions of this chapter, the terms "tangible personal property" and "retail sale" include taxable
services listed in clause (6), items (i) to (vi) and Jyvaind the provision of these taxable services, unless specifically
provided otherwise Services performed by an employee for an employer are not taxabteices performed by a
partnership or association for another partnership or association aggataletif one of the entities owns or controls
more than 80 percent of the voting power of the equity interest in the other eBétyices performed between
members of an affiliated group of corporations are not taxabbe purposes of the precedingnsence, "affiliated
group of corporations” means those entities that would be classified as members of an affiliated group as defined
under United States Code, title 26, section 1504, disregarding the exclusions in section 1504(b).

For purposes of claug®), "road construction” means construction of (1) public roads, (2) cartways, and (3)
private roads in townships located outside of the seeemty metropolitan area up to the point of the emergency
response location sign.

(h) A sale and a purchase indes the furnishing for a consideration of tangible personal property or taxable
services by the United States or any of its agencies or instrumentalities, or the state of Minnesota, its agencies,
instrumentalities, or political subdivisions.

(i) A saleand a purchase includes the furnishing for a consideration of telecommunications services, ancillary
services associated with telecommunication services, cable television services, and direct satellite services
Telecommunication services include, but acg limited to, the following services, as defined in section 297A.669:
air-to-ground radiotelephone service, mobile telecommunication service, postpaid calling service, prepaid calling
service, prepaid wireless calling service, and private communicsgiiofices The services in this paragraph are
taxed to the extent allowed under federal law.

() A sale and a purchase includes the furnishing for a consideration of installation if the installation charges
would be subject to the sales tax if the ifatadn were provided by the seller of the item being installed.

(k) A sale and a purchase includes the rental of a vehicle by a motor vehicle dealer to a customer when (1) the
vehicle is rented by the customer for a consideration, or (2) the motor vdbaler is reimbursed pursuant to a
service contract as defined in section 59B.02, subdivision 11.

EFFECTIVE DATE . This section is effective for sales made after June 30, 2013.
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Sec.2. Minnesota Statutes 2012, section 297A.61, subdivision 4, is améndead:

Subd.4. Retail sale (a) A "retail sale" means any sale, lease, or rental for any purpose, other than resale,
sublease, or subrent of items by the purchaser in the normal course of business as defined in subdivision 21.

(b) A sale of propertysed by the owner only by leasing it to others or by holding it in an effort to lease it, and
put to no use by the owner other than resale after the lease or effort to lease, is a sale of property for resale.

(c) A sale of master computer software tlsapurchased and used to make copies for sale or lease is a sale of
property for resale.

(d) A sale of building materials, supplies, and equipment to owners, contractors, subcontractors, or builders for
the erection of buildings or the alteration, repairimprovement of real property is a retail sale in whatever quantity
sold, whether the sale is for purposes of resale in the form of real property or otherwise.

(e) A sale of carpeting, linoleum, or similar floor covering to a person who provides ffaltatisn of the floor
covering is a retail sale and not a sale for resale since a sale of floor covering which includes installation is a
contract for the improvement of real property.

() A sale of shrubbery, plants, sod, trees, and similar items ¢osap who provides for installation of the items
is a retail sale and not a sale for resale since a sale of shrubbery, plants, sod, trees, and similar items that includes
installation is a contract for the improvement of real property.

(g) A sale of tandile personal property that is awarded as prizes is a retail sale and is not considered a sale of
property for resale.

(h) A sale of tangible personal property utilized or employed in the furnishing or providing of services under
subdivision 3, paragraplg), clause (1), including, but not limited to, property given as promotional items, is a retail
sale and is not considered a sale of property for resale.

(i) A sale of tangible personal property used in conducting lawful gambling under chapter 349Statéhe
Lottery under chapter 349A, including, but not limited to, property given as promotional items, is a retail sale and is
not considered a sale of property for resale.

() Except as otherwise provided in this paragraplale of machines, equipment, or devices that are used to
furnish, provide, or dispense goods or services, including, but not limited tegpeiated devices, is a retail sale
and is not considered a sale of property for resAlsale of coiroperatél entertainment and amusement machines,
including, but not limited to, fortuntelling machines, cranes, foosball and pool tables, video and pinball games,
batting cages, rides, photo or video booths, and jukeboxes is a sale of property for resale.

(k) In the case of a lease, a retail sale occurs (1) when an obligation to make a lease payment becomes due under
the terms of the agreement or the trade practices of the s<4@) in the case of a lease of a motor vehicle, as
defined in section 297B.01, lsdivision 11, but excluding vehicles with a manufacturer's gross vehicle weight rating
greater than 10,000 pounds and rentals of vehicles for not more than 28 days, at the time the lease iDek@ruted
for rentto-own or leasdo-own used vehicles whe the lessee may purchase or return the vehicle at any time
without penalty, at the time each payment is made under the terms of the agreement

() In the case of a conditional sales contract, a retail sale occurs upon the transfer of title or pasfstssion
tangible personal property.
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(m) A sale of a bundled transaction in which one or more of the products included in the bundle is a taxable
product is a retail sale, except that if one of the products is a telecommunication service, ancillarylistenrieg,
access, or audio or video programming service, and the seller has maintained books and records identifying through
reasonable and verifiable standards the portions of the price that are attributable to the distinct and separatdly identifiab
products, then the products are not considered part of a bundled transaction. For purposes of this paragraph:

(1) the books and records maintained by the seller must be maintained in the regular course of business, and do
not include books and records cetheind maintained by the seller primarily for tax purposes;

(2) books and records maintained in the regular course of business include, but are not limited to, financial
statements, general ledgers, invoicing and billing systems and reports, and @portgilatory tariffs and other
regulatory matters; and

(3) books and records are maintained primarily for tax purposes when the books and records identify taxable and
nontaxable portions of the price, but the seller maintains other books and recorientifit different prices
attributable to the distinct products included in the same bundled transaction.

(n) A sale of motor vehicle repair paint and materials by a motor vehicle repair or body shop business is a retail
sale and the sales tax is imposedthe gross receipts from the retail sale of the paint and matefihks motor
vehicle repair or body shop that purchases motor vehicle repair paint and motor vehicle repair materials for resale
must either:

(1) separately state each item of paint andh item of materials, and the sales price of each, on the invoice to
the purchaser; or

(2) in order to calculate the sales price of the paint and materials, use a method which estimates the amount and
monetary value of the paint and materials usetiénrépair of the motor vehicle by multiplying the number of labor
hours by a rate of consideration for the paint and materials used in the repair of the motor vehicle following industry
standard practices that fairly calculate the gross receipts fronetiié sale of the motor vehicle repair paint and
motor vehicle repair materialsAn industry standard practice fairly calculates the gross receipts if the sales price of
the paint and materials used or consumed in the repair of a motor vehicle egxakseaisdhe purchase price paid
by the motor vehicle repair or body shop businedsder this clause, the invoice must either separately state the
"paint and materials" as a single taxable item, or separately state "paint" as a taxable item and "maaterials"
taxable item This clause does not apply to wholesale transactions at an auto auction facility.

(o) A payment made to a cooperative electric association or public utility as a contribution in aid of construction
is a contract for improvement to teaoperty and is not a retail sale.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.3. Minnesota Statutes 2012, section 297A.61, is amended by adding a subdivision to read:

Subd.49. Motor vehicle repair_paint and motor vehicle repair_materials. "Motor vehicle repair paint"
means a substance composed of solid matter suspended in a liguid medium and applied as a protective or decorative
coating to the surface of a motor vehicle in order to resharermotor vehicle to its original condition, and includes
primer, body paint, clear coat, and paint thinner used to paint motor vehicles, as defined in section 297B.01

"Motor vehicle repair materials" means items, other than motor vehicle repair pamtar vehicle parts, that
become a part of a repaired motor vehicle or are consumed in repairing the motor vehicle at retail, and include
abrasives, battery water, body filler or putty, bolts and nuts, brake fluid, buffing pads, chamois, cleaning
compounls, degreasing compounds, glaze, grease, grinding discs, hydraulic jack oil, lubricants, masking tape,
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oxygen and acetylene, polishes, rags, razor blades, sandpaper, sanding discs, scuff pads, sealer, solder, solvents,
striping tape, tack cloth, thinnerawes, and welding rodsMotor vehicle repair materials do not include items that

are not used directly on the motor vehicle, such as floor dry that is used to clean the shop, or cleaning compounds
and rags that are used to clean tools, equipment, ohdipeasid are not used to clean the motor vehicle.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.4. Minnesota Statutes 2012, section 297A.64, subdivision 1, is amended to read:

Subdivision 1 Tax imposed. (a) A tax is imposed on the lease or rental in this state for not more than 28 days
of a passenger automobile as defined in section 168.002, subdivision 24, a van as defined in section 168.002,
subdivision 40, or a pickup truck as defined in secti6®.002, subdivision 26The rate of tax i$-2 9.2 percent of
the sales priceThe tax applies whether or not the vehicle is licensed in the state.

(b) The provisions of this subdivision do not apply to the vehicles of a nonprofit corporation or simtiigr
consisting of members who pay the organization for the use of a motor vehicle, if the organization:

(1) owns or leases a fleet of vehicles of the type subject to the tax under paragraph (a) that are available to its
members for use, priced on thasis of intervals of one hour or less;

(2) parks its vehicles at unstaffed, sedfrvice locations that are accessible to its members at any time; and

(3) maintains its vehicles, insures its vehicles on behalf of its members, and purchases futddar its

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.5. Minnesota Statutes 2012, section 297A.64, subdivision 2, is amended to read:

Subd.2. Fee imposed (a) A fee equal to five percent of tisales price is imposed on leases or rentals of
vehicles subject to the tax under subdivisignpéragraph (a) The lessor on the invoice to the customer may
designate the fee as "a fee imposed by the State of Minnesota for the registration of rehtal cars

ity,
, if the

(b) The provisions of this subdivision do not apply to the vehi

available to its

fleet; and

ance or time

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.
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Sec.6. Minnesota Statutes 2012, section 297A.66, is amended by adding a subdivision to read:

Subd.4a Solicitor. (a) "Solicitor," for purposes of subdivision 1, paragraph (a), means a person, whether an
independent contractor or other representative, who directly or indirectly solicits business for the retailer.

(b) A retailer is presumed to have a solicitorthis state if it enters into an agreement with a resident under
which the resident, for a commission or other consideration, directly or indirectly refers potential customers,
whether by a link on an Internet Web site, or otherwise, to the .sdllés paragraph only applies if the total gross
receipts are at least $10,000 in themi@nth period ending on the last day of the most recent calendar quarter before
the calendar quarter in which the sale is maBHer purposes of this paragraph, gross rdsaigeans receipts from
sales to customers located in the state who were referred to the retailer by all residents with this type of agreement
with the retailer.

(c) The presumption under paragraph (b) may be rebutted by proof that the resident witthessettet has an
agreement did not engage in any solicitation in the state on behalf of the retailer that would satisfy the nexus
requirement of the United States Constitution during thentth period in guestionNothing in this section shall
be constued to narrow the scope of the terms affiliate, agent, salesperson, canvasser, or other representative for
purposes of subdivision 1, paragraph (a).

(d) For purposes of this paragraph, "resident" includes an individual who is a resident of this diftaedsn
section 290.01, or a business that owns tangible personal property located in this state or has one or more employees
providing services for the business in this state.

(e) This subdivision does not apply to chapter 290 and does not expamutraictthe jurisdiction to tax a trade
or business under chapter 290.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.7. Minnesota Statutes 2012, section 297A.668, is amended by adding a subdivisiad to

Subd.6a Multiple points of use. (a) Notwithstanding the provisions of subdivisions 2 to 5, a business
purchaser that is not a holder of a direct pay permit that knows at the time of its purchase of a digital good, computer
software delivereelectronically, or a service that the digital good, computer software delivered electronically, or
service will be concurrently available for use in more than one jurisdiction shall deliver to the seller in conjunction
with its purchase a multiple point§ wse exemption certificate disclosing this fact.

(b) Upon receipt of the multiple points of use certificate, the seller is relieved of the obligation to collect, pay, or
remit the applicable tax and the purchaser is obligated to collect, pay, or remaipglicable tax on a direct pay
basis.

(c) A purchaser delivering the multiple points of use exemption certificate may use any reasonable, but
consistent and uniform, method of apportionment that is supported by the purchaser's business recordgsas they e
at the time of the consummation of the sale.

(d) The multiple points of use exemption certificate remains in effect for all future sales by the seller to the
purchaser until it is revoked in writing, except as to the subsequent sale's specifibap@ot that is governed by
the principle of paragraph (c) and the facts existing at the time of the sale.
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(e) A holder of a direct pay permit is not required to deliver a multiple points of use exemption certificate to the
seller_ A direct pay permit haler shall follow the provisions of paragraph (c) in apportioning the tax due on a
digital good, computer software delivered electronically, or a service that will be concurrently available for use in
more than one jurisdiction.

EFFECTIVE DATE . This sectbn is effective for sales and purchases made after June 30, 2013.

Sec.8. Minnesota Statutes 2012, section 297A.67, subdivision 7, is amended to read:

Subd.7. Drugs; medical devices (a) Sales of the following drugs and medical devices for humarangse
exempt:

(1) drugs, including ovethe-counter drugs;

(2) singleuse fingefpricking devices for the extraction of blood and other shugle devices and singlese
diagnostic agents used in diagnosing, monitoring, or treating diabetes;

(3) insulinand medical oxygen for human use, regardless of whether prescribed or sold over the counter;
(4) prosthetic devices;

(5) durable medical equipment for home use only;

(6) mobility enhancing equipment;

(7) prescription corrective eyeglasses; and

(8) kidney dialysis equipment, including repair and replacement parts.

(b) Items purchased in transactions covered by:

(1) Medicare as defined under title XVIII of the Social Security Act, United States Code, title 42, sections 1395; et seq.; o

(2) Medicaid a defined under title XIX of the Social Security Act, United States Code, title 42, sections 1396, et seq.

{b) (c) For purposes of this subdivision:

(1) "Drug" means a compound, substance, or preparation, and any component of a compound, substance, or
preparation, other than food and food ingredients, dietary supplements, or alcoholic beverages that is:

(i) recognized in the official United States Pharmacopoeia, official Homeopathic Pharmacopoeia of the United
States, or official National Formulary, asdpplement to any of them;

(i) intended for use in the diagnosis, cure, mitigation, treatment, or prevention of disease; or
(iii) intended to affect the structure or any function of the body.
(2) "Durable medical equipment” means equipment, including repair and replacememingaal accessories

and supplies, including single patient use items required for the effective use of the durable medical equipment
device but not including mobilityenhancing equipment, that:
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(i) can withstand repeated use;

(ii) is primarily and customarily used to serve a medical purpose;

(iii) generally is not useful to a person in the absence of illness or injury; and
(iv) is not worn in or on the body.

For puposes of this clause, "repair and replacement parts" includes all components or attachments used in
conjunction with the durable medical equipmdnit-dees-notincludmcluding repair and replacement parts which
are for single patient use only.

(3) "Mohility enhancing equipment” means equipment, including repair and replacement parts, but not including
durable medical equipment, that:

(i) is primarily and customarily used to provide or increase the ability to move from one place to another and that
is gopropriate for use either in a home or a motor vehicle;

(ii) is not generally used by persons with normal mobility; and

(iii) does not include any motor vehicle or equipment on a motor vehicle normally provided by a motor vehicle
manufacturer.

(4) "Overthe-counter drug" means a drug that contains a label that identifies the product as a drug as required by
Code of Federal Regulations, title 21, section 2018t label must include a "drug facts" panel or a statement of
the active ingredients with &t of those ingredients contained in the compound, substance, or prepatien
the-counter drugs do not include grooming and hygiene products, regardless of whether they otherwise meet the
definition. "Grooming and hygiene products" are soaps, @hgasolutions, shampoo, toothpaste, mouthwash,
antiperspirants, and suntan lotions and sunscreens.

(5) "Prescribed" and "prescription" means a direction in the form of an order, formula, or recipe issued in any
form of oral, written, electronic, or othereans of transmission by a duly licensed health care professional.

(6) "Prosthetic device" means a replacement, corrective, or supportive device, including repair and replacement
parts and all necessary accessories, supplies, and items required féfethiwes use of the prosthetic devjosorn
on or in the body to:

(i) artificially replace a missing portion of the body;
(i) prevent or correct physical deformity or malfunction; or
(iiif) support a weak or deformed portion of the body.
Prosthetiaevice does not include corrective eyeglasses.
(7) "Kidney dialysis equipment" means equipment that:
(i) is used to remove waste products that build up in the blood when the kidneys are not able to do so on their own; and

(i) can withstand repeated ygecluding multiple use by a single patient, notwithstanding the provisions of clause (2).
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(8) A transaction is covered by Medicare or Medicaid if any portion of the cost of the item purchased in the
transaction is paid for or reimbursed by the federabgament or the state of Minnesota pursuant to the Medicare or
Medicaid program, by a private insurance company administering the Medicare or Medicaid program on behalf of
the federal government or the state of Minnesota, or by a managed care orgafizati@nbenefit of a patient
enrolled in a prepaid program that furnishes medical services in lieu of conventional Medicare or Medicaid coverage
pursuant to agreement with the federal government or the state of Minnesota.

EFFECTIVE DATE . This section i®ffective for sales and purchases made after June 30, 2013.

Sec.9. Minnesota Statutes 2012, section 297A.70, subdivision 4, is amended to read:

Subd.4. Sales to nonprofit groups (a) All sales, except those listed in paragraph (b), to the following
"nonprofit organizations" are exempt:

(1) a corporation, society, association, foundation, or institution organized and operated exclusively for
charitable, religious, or educational purposes if the item purchased is used in the performance of charitable,
religious, or educational functions; and

(2) any senior citizen group or association of groups that:

(i) in general limits membership to persons who are either age 55 or older, or physically disabled,;

(i) is organized and operated exclusively fdeasure, recreation, and other nonprofit purposes, not including
housing, no part of the net earnings of which inures to the benefit of any private shareholders; and

(iii) is an exempt organization under section 501(c) of the Internal Revenue Code.

For purposes of this subdivision, charitable purpose includes the maintenance of a cemetery owned by a religious
organization.

(b) This exemption does not apply to the following sales:

(2) building, construction, or reconstruction materials purchased bgteactor or a subcontractor as a part of a
lump-sum contract or similar type of contract with a guaranteed maximum price covering both labor and materials
for use in the construction, alteration, or repair of a building or facility;

(2) construction mat@&ls purchased by taexempt entities or their contractors to be used in constructing
buildings or facilities that will not be used principally by the-éesempt entities; and

(3) lodging as defined under section 297A.61, subdivision 3, paragraph (e €8, and prepared food, candy,
soft drinks, and alcoholic beverages as defined in section 297A.67, subdivision 2, except wine purchased by an
established religious organization for sacramental purposas allowed under subdivision;3and

(4) leasng of a motor vehicle as defined in section 297B.01, subdivision 11, except as provided in paragraph (c).

(c) This exemption applies to the leasing of a motor vehicle as defined in section 297B.01, subdivision 11, only
if the vehicle is:

(1) a truck, aglefined in section 168.002, a bus, as defined in section 168.002, or a passenger automobile, as
defined in section 168.002, if the automobile is designed and used for carrying more than nine persons including the
driver; and
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(2) intended to be used primigrio transport tangible personal property or individuals, other than employees, to
whom the organization provides service in performing its charitable, religious, or educational purpose.

(d) A limited liability company also qualifies for exemption undeis subdivision if (1) it consists of a sole
member that would qualify for the exemption, and (2) the items purchased qualify for the exemption.

EFFECTIVE DATE . This section is effective retroactively for sales and purchases made after June 30, 2012.

Sec.10. Minnesota Statutes 2012, section 297A.70, subdivision 8, is amended to read:

Subd.8. Regionwide Public safety radio communication system systems products and services (@)
Products and services including, but not limited to, end user equipuset for construction, ownership, operation,
maintenance, and enhancement of the backbone system of the regionwide public safety radio communication system
established under sections 403.21 to 403.40, are exeFmt purposes of this subdivision, backlkosystem is
defined in section 403.21, subdivision 9This subdivision is effective for purchases, sales, storage, use, or
consumption for use in the first and second phases of the system, as defined in section 403.21, subdivisions 3, 10,
and 11, that pion of the third phase of the system that is located in the southeast district of the State Patrol and the
counties of Benton, Sherburne, Stearns, and Wright, and that portion of the system that is located in Itasca County.

(b) Products and servicesclnding, but not limited to, erdser equipment used for construction, ownership,
operation, maintenance, and enhancement of public safety radio communication systems not already exempt under
paragraph (a), including public safety radio dispatch centey&x@mpt.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.11. Minnesota Statutes 2012, section 297A.70, is amended by adding a subdivision to read:

Subd.9a Established religious orders (a) Salesof lodging, prepared food, candy, soft drinks, and alcoholic
beverages at noncatered events between an established religious order and an affiliated institution of higher
education are exempt.

(b) For purposes of this subdivision, "established religiadgerd means an organization directly or indirectly
under _the control or supervision of a church or convention or association of churches, where members of the

organization:

(1) normally live together as part of a community;

(2) make loneterm commitment$o live under a strict set of moral and spiritual rules; and

(3) work or engage full time in a combination of prayer, religious study, church reform or renewal, or other
religious, educational, or charitable goals of the organization.

(c) For purposesfdhis subdivision, an institution of higher education is "affiliated" with an established religious
order if members of the religious order are represented on the governing board of the institution of higher education
and the two organization share camppace and common facilities.

EFFECTIVE DATE . This section is effective retroactively for sales and purchases made after June 30, 2012.
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Sec.12. Minnesota Statutes 2012, section 297A.70, is amended by adding a subdivision to read:

Subd.18. Nursing homes and boarding care homes(a) All sales, except those listed in paragraph (b), to a
nursing home licensed under section 144A.02 or a boarding care home certified as a nursing facility under title 19 of
the Social Security Act are exempt if the fawili

(1) is exempt from federal income taxation pursuant to section 501(c)(3) of the Internal Revenue Code; and

(2) is certified to participate in the medical assistance program under title 19 of the Social Security Act, or
certifies to the commissiondndt it does not discharge residents due to the inability to pay.

(b) This exemption does not apply to the following sales:

(1) building, construction, or reconstruction materials purchased by a contractor or a subcontractor as a part of a
lump-sum contrat or similar type of contract with a guaranteed maximum price covering both labor and materials
for use in the construction, alteration, or repair of a building or facility;

(2) construction materials purchased by-¢éxempt entities or their contractots be used in constructing
buildings or facilities that will not be used principally by the-éecempt entities;

(3) lodging as defined under section 297A.61, subdivision 3, paragraph (q), clause (2), and prepared food, candy,
soft drinks, and alcoholibeverages as defined in section 297A.67, subdivision 2; and

(4) leasing of a motor vehicle as defined in section 297B.01, subdivision 11, except as provided in paragraph (c).

(c) This exemption applies to the leasing of a motor vehicle as defined ions287B.01, subdivision 11, only
if the vehicle is:

(1) a truck, as defined in section 168.002; a bus, as defined in section 168.002; or a passenger automobile, as
defined in section 168.002, if the automobile is designed and used for carrying mom&éhparsons including the
driver; and

(2) intended to be used primarily to transport tangible personal property or residents of the nursing home or
boarding care home.

EFFECTIVE DATE . This section is effective for sales and purchases made afteBQupe13.

Sec.13. Minnesota Statutes 2012, section 297A.71, is amended by adding a subdivision to read:

Subd.45. Industrial measurement manufacturing and controls facility. (a) Materials and supplies used or
consumed in, capital equipment incorpedainto, fixtures installed in, and privately owned infrastructure in support of the
construction, improvement, or expansion of an industrial measurement manufacturing and controls facility are exempt if:

(1) the total capital investment made at the figcis at least $60,000,000;

(2) the facility employs at least 250 fiiine equivalent employees that are not employees currently employed
by the company in the state; and

(3) the Department of Employment and Economic Development determines tleaiptiesion, remodeling, or
improvement of the facility has a significant impact on the state economy.
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(b) The tax must be imposed and collected as if the rate under section 297A.62, subdivisions 1 and 1a, applied
and refunded in the manner provided in sec®97A.75, only after the following criteria are met:

(1) a refund may not be issued until the owner of the facility has received certification from the Department of
Employment and Economic Development that the company meets the requirements in Ipdéaapsayl

(2) to receive the refund, the owner of the industrial measurement manufacturing and controls facility must
initially apply to the Department of Employment and Economic Development for certification no later than one year
from the final complébn date of construction, improvement, or expansion of the industrial measurement
manufacturing and controls facility.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013, and before
December 31, 2015.

Sec.14. Minnesota Statutes 2012, section 297A.71, is amended by adding a subdivision to read:

Subd.46. Building materials; resorts and recreational camping areas Materials and supplies used or
consumed in, and equipment incorporated into, the improvement ekisting structure located at a resort, as
defined in section 157.15, subdivision 11, or recreational camping area, as defined in section 327.14, are exempt
The tax on purchases exempt under this provision must be imposed and collected as if theerasectiod
297A.62, subdivision 1, applied and then refunded in the manner provided in section 297é. phirposes of this
subdivision, a structure includes a cabin located on resort property and any other structure available for use by
guests of the gort or recreational camping area.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.15. Minnesota Statutes 2012, section 297A.71, is amended by adding a subdivision to read:

Subd.47. Biopharmaceutical manufacturing facility . (a) Materials and supplies used or consumed in, capital
equipment incorporated into, and privately owned infrastructure in support of the construction, improvement, or
expansion of a biopharmaceutical manufacturing facility irsthée are exempt if the following criteria are met:

(1) the facility is used for the manufacturing of biologics;

(2) the total capital investment made at the facility exceeds $50,000,000; and

(3) the facility creates and maintains at least 190tiioé equivalent positions at the facilityThese positions
must be new jobs in Minnesota and not the result of relocating jobs that currently exist in Minnesota.

(b) The tax must be imposed and collected as if the rate under section 297A.62, subdivégiphedl, and
refunded in the manner provided in section 297A.75.

(c) To be eligible for a refund, the owner of the biopharmaceutical manufacturing facility must:

(1) initially apply to the Department of Employment and Economic Development for certifigadi later than
one year from the final completion date of construction, improvement, or expansion of the facility; and

(2) for each year that the owner of the biopharmaceutical manufacturing facility applies for a refund, the owner
must have received wten certification from the Department of Employment and Economic Development that the
facility has met the criteria of paragraph (a).
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(d) The refund is to be paid annually at a rate of 25 percent of the total allowable refund payable to date, with the
commissioner making annual payments of the remaining refund until all of the refund has been paid.

(e) For purposes of this subdivision, "biopharmaceutical" and "biologics" are interchangeable and mean medical
drugs or medicinal preparations produced ugiechnology that uses biological systems, living organisms or
derivatives of living organisms, to make or modify products or processes for specifidsemedical drugs or
medicinal preparations include but are not limited to proteins, antibodies,qaciéds, and vaccines.

EFFECTIVE DATE . This section is effective retroactively to investments entered into and jobs created after
December 31, 2012, and effective retroactively for sales and purchases made after December 31, 2012, and before

July 1,2019.

Sec.16. Minnesota Statutes 2012, section 297A.75, subdivision 1, is amended to read:

Subdivision 1 Tax collected The tax on the gross receipts from the sale of the following exempt items must be
imposed and collected as if the sale wiapeable and the rate under section 297A.62, subdivision 1, applieel
exempt items include:

(1) capital equipment exempt under section 297A.68, subdivision 5;

(2) building materials for an agricultural processing facility exempt under section 298Abdlyision 13;

(3) building materials for mineral production facilities exempt under section 297A.71, subdivision 14;

(4) building materials for correctional facilities under section 297A.71, subdivision 3;

(5) building materials used in a residenoedisabled veterans exempt under section 297A.71, subdivision 11;

(6) elevators and building materials exempt under section 297A.71, subdivision 12;

(7) building materials for the Long Lake Conservation Center exempt under section 297A.71, subdiyision 1

(8) materials and supplies for qualified lomcome housing under section 297A.71, subdivision 23;

(9) materials, supplies, and equipment for municipal electric utility facilities under section 297A.71, subdivision 35;

(10) equipment and materialsadgsfor the generation, transmission, and distribution of electrical energy and an
aerial camera package exempt under section 297A.68, subdivision 37;

(11) commuter rail vehicle and repair parts under section 297A.70, subdivision 3, paragraph (a)l@)ause (

(12) materials, supplies, and equipment for construction or improvement of projects and facilities under section
297A.71, subdivision 40;

(13) materials, supplies, and equipment for construction or improvement of a meat processing facility exempt
under section 297A.71, subdivision 41;

(14) materials, supplies, and equipment for construction, improvement, or expansion of an aerospace defense
manufacturing facility exempt under section 297A.71, subdivisigraA@d construction, expansion, or imprment
of an industrial measurement manufacturing and controls facility under section 297A.71, subdiyision 45
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(15) enterprise information technology equipment and computer software for use in a qualified data center
exempt under section 297A.68, subdivisiti) and

(16) materials, supplies, and equipment for qualifying capital projects under section 297A.71, subdiyision 44

(17) materials, supplies, and equipment for structure improvements at resort and camping areas under section
297A.71, subdivision 4&nd

(18) materials, supplies, and equipment for construction, improvement, or expansion of a biopharmaceutical
manufacturing facility exempt under section 297A.71, subdivision 47.

EFFECTIVE DATE . This section is effective the day following final enaetr

Sec.17. Minnesota Statutes 2012, section 297A.75, subdivision 2, is amended to read:

Subd.2. Refund; eligible persons Upon application on forms prescribed by the commissioner, a refund equal
to the tax paid on the gross receipts of the exétapts must be paid to the applicaf@nly the following persons
may apply for the refund:

(1) for subdivision 1, clauses (1) to (3), the applicant must be the purchaser;

(2) for subdivision 1, clauses (4) and (7), the applicant must be the governsudntizision;

(3) for subdivision 1, clause (5), the applicant must be the recipient of the benefits provided in United States
Code, title 38, chapter 21;

(4) for subdivision 1, clause (6), the applicant must be the owner of the homestead property;
(5) for subdivision 1, clause (8), the owner of the qualified-ilo@ome housing project;

(6) for subdivision 1, clause (9), the applicant must be a municipal electric utility or a joint venture of municipal
electric utilities;

(7) for subdivision 1, clauses (10), (13), (1&d(15),and (18)the owner of the qualifying businessd

(8) for subdivision 1, clauses (11), (12), and (16), the applicant must be the governmental entity that owns or
contracts for the project or féity -; and

(9) for subdivision 1, clause (17), the applicant must be the owner of the resort or recreational camping facility.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.18. Minnesota Statutes 2012, section 297% subdivision 3, is amended to read:

Subd.3. Application. (a) The application must include sufficient information to permit the commissioner to
verify the tax paid If the tax was paid by a contractor, subcontractor, or builder, under subdivjsiuge (4), (5),
(6), (7), (8), (9), (10), (11), (12), (13), (14), (18},(16),(17), or (18)the contractor, subcontractor, or builder must
furnish to the refund applicant a statement including the cost of the exempt items and the taxes paittros the i
unless otherwise specifically provided by this subdivisidihe provisions of sections 289A.40 and 289A.50 apply
to refunds under this section.



38TH DAY] THURSDAY, APRIL 18,2013 3295

(b) An applicant may not file more than two applications per calendar year for refunds for taxes pgiadn c
equipment exempt under section 297A.68, subdivision 5.

(c) Total refunds for purchases of items in section 297A.71, subdivision 40, must not exceed $5,000,000 in fiscal
years 2010 and 2011Applications for refunds for purchases of items in sestiB97A.70, subdivision 3, paragraph
(a), clause (11), and 297A.71, subdivision 40, must not be filed until after June 30,R@&ations for refunds
for purchases of items in section 297A.71, subdivision 47, must not be filed until after June@&MDanly one
refund may be filed annually thereafter.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.19. Minnesota Statutes 2012, section 297A.815, subdivision 3, is amended to read:

Subd.3. Motor vehicle leasesales tax revenue (a) For purposes of this subdivision, "net revenue" means an
amount equal to:

(1) the revenues, including interest and penalties, collected under this sediam the leases under section
297A.61, subdivision 4, paragraph (k), cla§8) during the fiscal year; less

(2) in fiscal year 2011, $30,100,000; in fiscal year 2012, $31,100,000; and in fiscal year 2013 and following
fiscal years, $32,000,000.

(b) On or before June 30 of each fiscal year, the commissioner of revenuessinaditee the amount of the
revenues and subtraction under paragraph (a) for the current fiscal year.

(c) On or after July 1 of the subsequent fiscal year, the commissioner of management and budget shall transfer
the net revenue as estimated in paragrapfr¢im the general fund, as follows:

(1) 50 percent to the greater Minnesota transit account; and

(2) 50 percent to the county statiel highway fund Notwithstanding any other law to the contrary, the
commissioner of transportation shall allocate tlhds transferred under this clause to the counties in the
metropolitan area, as defined in section 473.121, subdivision 4, excluding the counties of Hennepin and Ramsey, so
that each county shall receive of such amount the percentage that its popusatiefined in section 477A.011,
subdivision 3, estimated or established by July 15 of the year prior to the current calendar year, bears to the total
population of the counties receiving funds under this clause.

(d) For fiscal years 2010 and 2011, the amownder paragraph (a), clause (1), must be calculated using the
following percentages of the total revenues:

(1) for fiscal year 2010, 83.75 percent; and
(2) for fiscal year 2011, 93.75 percent.

EFFECTIVE DATE . This section is effective for leases em@d into after June 30, 2013.

Sec.20. Minnesota Statutes 2012, section 297A.993, subdivision 1, is amended to read:

Subdivision 1 Authorization; rates. Notwithstanding section 297A.99, subdivisions 1, 2, 3, 5, and 13, or
477A.016, or any other lavthe board of a county outside the metropolitan transportation area, as defined under
section 297A.992, subdivision 1, or more than one county outside the metropolitan transportation area acting under a
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joint powers agreement, mdoy resolution of the couy board, or each of the county boards, following a public
hearingimpose (1) a transportation sales tax at a rate of up thahef one percent on retail sales and uses taxable
under this chapter, and (2) an excise tax of $20 per motor vehicle, agdd&fisection 297B.01, subdivision 11,
purchased or acquired from any person engaged in the busmess of sellmg motor vehlcles at retail, occurrlng within
the Jurlsdlctlon of the taxmg authorlt )

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.21. Minnesota Statutes 2012, sect®®17A.993, subdivision 2, is amended to read:

Subd.2. Allocation; termination. The proceeds of the taxes must be dedicated exclusivelit Ypayment of
the capitalcost of a specific transportation project or improvemé€2it payments of the costahich may include
both capital and operating costs, of a specific transit project or improvement; or (3) payment of transit operating
costs Thetranspertatiorproject or improvement must be designated by the board of the county, or more than one
county @&ting under a joint powers agreemenExcept for taxes for operating costs of a transit project or

improvement, or for transit operationfje taxes must terminatefter—the—project—or—improvement-has—been
completedvhen revenues raised are sufficienfit@nce the project

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.22. Minnesota Statutes 2012, section 469.190, is amended by adding a subdivision to read:

Subd.la Tax base; locally collected taxes A tax impo®d on the gross receipts from lodging under this
section or under a special law applies to the same base as taxes collected by the commissioner of revenue under
subdivision 7 and section 270C.171.

EFFECTIVE DATE . This section is effective the day follawg final enactmentIn enacting this section, the
legislature confirms its original intent in enacting Minnesota Statutes, section 469.190, its predecessor provisions,
and any special laws authorizing political subdivisions to impose lodging taxes,arntidase taxes were and are
intended to apply to the entire consideration paid to obtain access to transient lodging, including ancillary or related
services, such as services provided by accommodation intermediaries as defined in Minnesota Statries, secti
297A.61, and similar services The provisions of this section must not be interpreted to imply a narrower
construction of the tax base under lodging tax provisions of Minnesota law prior to the enactment of this section.

Sec.23. Minnesota Statutes042, section 469.190, subdivision 7, is amended to read:

Subd.7. Collection. (a) The statutory or home rule charter city may agree with the commissioner of revenue
that a tax imposed pursuant to this section shall be collected by the commissiorar tagtbtthe tax imposed by
chapter 297A, and subject to the same interest, penalties, and other rules and that its proceeds, less the cost of
collection, shall be remitted to the city.

(b) If a tax imposed under this section or under a special law mlletted by the commissioner of revenue, the
local government imposing the tax may only require an accommodations intermediary, as defined in section
297A.61, subdivision 47, to file and remit the tax related to accommodations intermediary servicis enscg
calendar year. The local government must inform the tax intermediary of the date when the return and remittance is due.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2013.

Sec.24. Laws 1993, chapted75, article 9, section 46, subdivision 2, as amended by Laws 1997, chapter 231,
article 7, section 40, Laws 1998, chapter 389, article 8, section 30, Laws 2003, First Special Session chapter 21,
article 8, section 13, Laws 2005, First Special Sessionteh&p article 5, section 26, and Laws 2009, chapter 88,
article 4, section 15, is amended to read:
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Subd.2. Use of revenues Revenues received from the tax authorized by subdivision 1 may only be used by the
city to pay the cost of collecting the taagd_except as provided in paragraph ¢(e)pay for the following projects
or to secure or pay any principal, premium, or interest on bonds issued in accordance with subdivision 3 for the
following projects.

(a) To pay all or a portion of the capital exses of construction, equipment and acquisition costs for the
expansion and remodeling of tB¢ Paul Civic Center complex, including the demolition of the existing arena and
the construction and equipping of a new arena.

(b) Except as provided in paraghs (e) and (f), the remainder of the funds must be spent for:

(1) capital projects to further residential, cultural, commercial, and economic development in both downtown
St. Paul andst. Paul neighborhoods; and

(2) capital and operating expenses aifural organizations in the city, provided that the amount spent under this
clause must equal ten percent of the total amount spent under this paragraph in any year.

(c) The amount apportioned under paragraph (b) shall be no less than 60 percenéwrthes derived from
the tax each year, except to the extent that a portion of that amount is required to pay debt service on (1) bonds
issued for the purposes of paragraph (a) prior to March 1, 1998; or (2) bonds issued for the purposes of paragraph (a)
after March 1, 1998, but only if the city council determines that 40 percent of the revenues derived from the tax
together with other revenues pledged to the payment of the bonds, including the proceeds of definitive bonds, is
expected to exceed the anndabt service on the bonds.

(d) If in any year more than 40 percent of the revenue derived from the tax authorized by subdivision 1 is used to
pay debt service on the bonds issued for the purposes of paragraph (a) and to fund a reserve for the bonds, the
amount of the debt service payment that exceeds 40 percent of the revenue must be determined for lthanyear
year when 40 percent of the revenue produced by the sales tax exceeds the amount required to pay debt service on
the bonds and to fund a rege for the bonds under paragraph (a), the amount of the excess must be made available
for capital projects to further residential, cultural, commercial, and economic development in the neighborhoods and
downtown until the cumulative amounts determined dtbryears under the preceding sentence have been made
available under this sentenceThe amount made available as reimbursement in the preceding sentence is not
included in the 60 percent determined under paragraph (c).

sub%mu&—may—net—be—used—fepm—pumoﬁethe amount necesrv to meet obllqatlons under paraqraphs €)

and (d) are less than 40 percent of the revenue from the tax in any year, the city may place the difference between 40
percent of the revenue and the amounts allocated under paragraphs (a) and (d) in ar esvedopiment fund to
be used for any economic development purposes.

() By January 15 of each year, the mayor and the city council must report to the legislature on the use of sales
tax revenues during the preceding gear period.

EFFECTIVE DATE . This section is effective the day after compliance by the governing body of the city of
St. Paul with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.25. Laws 1993, chapter 375, article 9, section 46, subdivision 5, as amended by Lawshb@®&; 389,
article 8, section 32, is amended to read:
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Subd.5. Expiration of taxing authority . The authority granted by subdivision 1 to the city to impose a sales
tax shall expire on December 30302042 or at an earlier time as the city shall, drglinance, determineAny
funds remaining after completion of projects approved under subdivision 2, paragraph (a) and retirement or
redemption of any bonds or other obligations may be placed in the general fund of the city.

EFFECTIVE DATE . This section is effective the day after compliance by the governing body of the city of
St. Paul with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.26. Laws 2002, chapter 377, article 3, section 25, as amended by Laws 2009, chaptieted8, section 19,
and Laws 2010, chapter 389, article 5, section 3, is amended to read:

Sec.25. ROCHESTER LODGING TAX.

Subdivision 1 Authorization. Notwithstanding Minnesota Statutes, section 469.190 or 477A.016, or any other
law, the city of Rchester may impose an additional tax of one percent on the gross receipts from the furnishing for
consideration of lodging at a hotel, motel, rooming house, tourist court, or resort, other than the renting or leasing of
it for a continuous period of 30 g&or more.

Subd.la Authorization. Notwithstanding Minnesota Statutes, section 469.190 or 477A.016, or any other law,
and in addition to the tax authorized by subdivision 1, the city of Rochester may impose an additionak&ax of
threepercent on tl gross receipts from the furnishing for consideration of lodging at a hotel, motel, rooming house,
tourist court, or resort, other than the renting or leasing of it for a continuous period of 30 days or more only upon
the approval of the city governing dyof a total financial package for the project.

Subd.2. Disposition of proceeds (a) The gross proceeds from the tax imposed under subdivision 1 must be
used by the city to fund a local convention or tourism bureau for the purpose of marketingraotingrthe city as
a tourist or convention center.

(b) The gross proceeds from theethreepercent tax imposed under subdivision 1a shall be used to pay for (1)
design, construction, renovation, improvement, and expansion of the Mayo Civic Céntaplex and related
infrastructure, including but not limited tekyway access, lighting, parking, or landscaping; and (2) for payment of
any principal, interest, or premium on bonds issued to finance the construction, renovation, improvement, and
expansion ofhe Mayo Civic Center Complex.

Subd.2a Bonds. The city of Rochester may issue, without an election, general obligation bonds of the city, in
one or more series, in the aggregate principal amount not to e%48&00,00350,000,000to pay for capithand
administrative costs for the design, construction, renovation, improvement, and expansion of the Mayo Civic Center
Complex, and relateihfrastructure, including but not limited tekyway, access, lighting, parking, and landscaping

The city may ptdge the lodging tax authorized by subdivisiorahd-the-food-and-beverage-tax—authorized-under
Laws-2009;chapter-88,-article4,-section ®3the payment of the bond3he debt represented by the bonds is not

included in computing any debt limitatiorgplicable to the city, and the levy of taxes required by Minnesota
Statutes, section 475.61, to pay the principal of and interest on the bonds is not subject to any levy limitation or
included in computing or applying any levy limitation applicable ®dity.

Subd 3. Explratlon of taxmg authonty Ihe—aa%hemy—ef—the—eﬁy—te—rmpese—a—taﬂmdepsubmmn—ka shall
, 2014, to

ordinance, repeal the tax provided that:
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(1) the revenues raised befdhe repeal are sufficient to meet all bond or other obligations backed by revenues
of the tax; and

(2) the repeal date meets the requirements of section 297A.99, subdivision 12.

EFFECTIVE DATE . This section is effective the day after the governing bafdhe city of Rochester and its
chief fiscal officer comply with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.27. Laws 2005, First Special Session chapter 3, article 5, section 37, subdivision 2, is amended to read:

Subd.2. Use ofrevenues (a) Revenues received from the tax authorized by subdivision 1 by the city of
St. Cloud must be used for the cost of collecting and administering the tax and to pay all or part of the capital or
administrative costs of the development, acquaisjticonstruction, improvement, and securing and paying debt
service on bonds or other obligations issued to finance the following regional projects as approved by the voters and
specifically detailed in the referendum authorizing theotagxtending theaix

(1) St.Cloud Regional Airport;

(2) regional transportation improvements;

(3) regionalcommunityandaquaticsand recreatiogentersand facilities
(4) regional public libraries; and

(5) acquisition and improvement of regional park land and spane.

(b) Revenues received from the tax authorized by subdivision 1 by the cigtslofeph, Waite Park, Sartell,
Sauk Rapids, an8t. Augusta must be used for the cost of collecting and administering the tax and to pay all or part
of the capital o administrative costs of the development, acquisition, construction, improvement, and securing and
paying debt service on bonds or other obligations issued to fund the projects specifically approved by the voters at
the referendum authorizing the tar extending the tax The portion of revenues from the city going to fund the
regional airport or regional library located in the citySif Cloud will be as required under the applicable joint
powers agreement.

(c) The use of revenues received from theesaauthorized in subdivision 1 for projects allowed under
paragraphs (a) and (b) are limited to the amount authorized for each project under the enabling referendum.

EFFECTIVE DATE . This section is effective for a city that approves it the day afbenpliance by the
governing body of that city with Minnesota Statutes, section 645.021, subdivision 3.

Sec.28. Laws 2005, First Special Session chapter 3, article 5, section 37, subdivision 4, is amended to read:

Subd.4. Termination of tax. The taximposed in the cities d&t. JosephSt. Cloud, St. Augusta, Sartell, Sauk
Rapids, and Waite Park under subdivision 1 expires when the city council determines that sufficient funds have been
collected from the tax to retire or redeem the bonds and obligatiuthorized under subdivision 2, paragraph (a),
but no later than December 31, 2018otwithstanding Minnesota Statutes, section 297A.99, subdivision 3,
paragraphs (a), (c), and (d), a city may extend the tax imposed under subdivision 1 through D8te&0%8, if
approved under the referendum authorizing the tax under subdivision 1 or if approved by voters of the city at a
general election held no later than November 6, 2018.

EFFECTIVE DATE . This section is effective for a city that approves it tay after compliance by the
governing body of that city with Minnesota Statutes, section 645.021, subdivision 3.
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Sec.29. Laws 2008, chapter 366, article 7, section 19, subdivision 3, as amended by Laws 2011, First Special
Session chapter 7, articleskction 8, is amended to read:

Subd.3. Use of revenues Notwithstanding Minnesota Statutes, section 297A.99, subdivision 3, paragraph (b),
the proceeds of the tax imposed under this section shall be used to pay for the dostowEments to the
Spotsman Park/Ballfields, Riverside Park, Lions Park/Pavilion, Cedar South Park also known as Eldorado Park,
and Spring Street Park; improvements to and extension of the Rlver County Bike abaiiisition and
constructiop-Hmproy y

Deeember—LZ—ZG%—andaIkwav over Interstate 94 and State Highway 24 and the smqul of Iand and

construction ofouildings for a community and recreation cent@he total amount of revenues from the taxes in
subdivisions 1 and 2 that may be used to fund these projects is $12,000,000 plus any associated bond costs.

EFFECTIVE DATE . This section is effective the day after compliance by the governing body of the city of
Clearwater with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.30. Laws 2010, chapter 389, article 5, section 6, subdivision 4, is amended to read:

Subd.4. Use of lodging tax revenuesThe revenues derived from the tax imposed under subdivision 3 must be
used by the city of Marshall to pay the costs of collecting and administering the lodging tax, to pay all or part of the
operating costs of theew and existing facilities of the Minnesota Emergency Response and Industry Training
Center, including the payment of debt service on bonds issued under subdivision 2, and to pay all or part of the
operating costs of the facilities of the Southwest Mintefegional Amateur Sports Center, including the payment
of debt service on bonds issued under subdivisioAd&horized expenses include, but are not limited to, acquiring
property; predesign; design; and paying construction, furnishing, and equiposthtelated to these facilities and
paying debt service on bonds or other obligations issued by the city.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.31. Laws 2010, chapter 389, article 5, section 6, subdivijas amended to read:

Subd.6. Use of food and beverages taxThe revenues derived from the tax imposed under subdivision 5 must
be used by the city of Marshall to pay the costs of collecting and administering the food and beverages tax, to pay all
or part of the operating costs of the new and existing facilities of the Minnesota Emergency Response and Industry
Training Center, including the payment of debt service on bonds issued under subdivision 2, and to pay all or part of
the operating costs of tHacilities of the Southwest Minnesota Regional Amateur Sports Center, including the
payment of debt service on bonds issued under subdivisigkuthorized expenses for each organization include,
but are not limited to, acquiring property; predesign;igtesand paying construction, furnishing, and equipment
costs related to these facilities and paying debt service on bonds or other obligations issued by the city.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.32. CITY OF MARSHALL; VALIDATION OF PRIOR ACT.

(a) Notwithstanding the time limits in Minnesota Statutes, section 645.021, the city of Marshall may approve
Laws 2010, chapter 389, article 5, section 6, as amended by Laws 201I, First Special Session chagied/, a
section 9, and file its approval with the secretary of state by June 15, #0d8proved as authorized under this
paragraph, actions undertaken by the city pursuant to the approval of the voters on November 6, 2012, and otherwise
in accordancevith Laws 2010, chapter 389, article 5, section 6, as amended by Laws 201l, First Special Session
chapter 7, article 4, section 9, are validated.
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(b) Notwithstanding the time limit on the imposition of tax under Laws 2010, chapter 389, article 5, 6ection
subdivision 1, as amended by Laws 201I, First Special Session chapter 7, article 4, section 9, and subject to local
approval under paragraph (a), the city of Marshall may impose the tax on or before July 1, 2013.

EFFECTIVE DATE . This section is effecte the day following final enactment.

Sec.33. CITY OF PROCTOR; VALIDATION OF PRIOR ACT.

Notwithstanding the time limits in Minnesota Statutes, section 645.021, the city of Proctor may approve, by
resolution, Laws 2008, chapter 366, article 7, secti®hand Laws 2010, chapter 389, article 5, sections 1 and 2,
and file its approval with the secretary of state by January 1,.20fldpproved under this paragraph, actions
undertaken by the city pursuant to the approval of the voters on November 2 aB@1@herwise in accordance
with those laws are validated.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.34. CITY OF BEMIDJI; LOCAL TAXES AUTHORIZED.

Subdivision 1 Food and beverage tax authorized Notwithstanding Minnesota Statutes, section 477A.016, or
any ordinance, city charter, or other provision of law, the city of Bemidji may, by ordinance, impose a sales tax of
up to one percent on the gross receipts of all food and beverages sold by a restauranbbrgftasement located
within the city For purposes of this section, "food and beverages" include retadlerof intoxicating liquor and
fermented malt beverages.

Subd.2. Lodging tax. Notwithstanding Minnesota Statutes, section 469.19Q1&fA.016, or any other
provision of law, ordinance, or city charter, the city of Bemidji may impose, by ordinance, a tax of up to one percent
on the gross receipts for the furnishing for consideration of lodging at a hotel, motel, rooming house, totira@t co
resort, other than for the renting or leasing of it for a continuous period of 30 days or more.

Subd.3. Use of proceeds from authorized taxesThe proceeds of the taxes imposed under subdivisions 1 and
2 must only be used by the city to funa tbosts of operation, maintenance, and capital replacement costs for the
Sanford Center.

Subd.4. Collection, administration, and _enforcement The city may enter into an agreement with the
commissioner of revenue to administer, collect, and enforcetakes under subdivisions 1 and 2f the
commissioner agrees to collect the tax, the provisions of Minnesota Statutes, section 297A.99, related to collection,
administration, and enforcement, and Minnesota Statutes, section 270C.171, apply.

EFFECTIVE DAT E. This section is effective the day after the governing body of the city of Bemidji and its
chief clerical officer comply with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.35. ROCHESTER SALES TAX SHARING.

The city council may, aftanolding a public hearing and passing a resolution, use $5,000,000 of the $10,000,000
allocated to an economic development fund in Laws 1998, chapter 389, article 8, section 43, subdivision 3, as
amended by Laws 2005, First Special Session chapter 3e dtisection 28, and Laws 2011, First Special Session
chapter 7, article 4, section 5, paragraph (c), clause (9), for grants to any or all of the cities of Altura, Byron,
Chatfield, Dodge Center, Elgin, Eyota, Grand Meadow, Hayfield, Kasson, MantoMdleeppa, Oronoco, Pine
Island, Plainview, Spring Valleyst. Charles, Stewartville, Wanamingo, West Concord, and Zumbrota for economic
development projects that these communities would fund through their economic development authority or housing
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and redeviepment authority The public hearing may be part of a reqular city council megtifhtipe council does

not pass the resolution by September 1, 2013, the $5,000,000 may not be used for grants to the other cities but shall
instead be used to fund publidrastructure projects contained in the development plan under Minnesota Statutes,
section 469.42.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.36. REPEALER.

Laws 2009, chapter 88, article 4, section 2&msnded by Laws 2010, chapter 389, article 5, section 4, is repealed.

EFFECTIVE DATE . This section is effective the day following final enactment.

ARTICLE 9
ECONOMIC DEVELOPMENT

Section 1 Minnesota Statutes 2012, section 469.071, subdivision 5,aadad to read:

Subd.5. Exception; parking facilities. Notwithstanding section 469.068, the Bloomington port authority need
not require competitive bidding with respect to a structured parking fadilitpther public improvements
constructed in conjunction with, and directly above or below, or adjacent and integrally related to, a development
and financed with the proceeds of tax increm@ntevenue bondsor other funds of the port authority and the city

of Bloomington

EFFECTIVE DATE. This section is effective upon compliance of the governing body of the city of
Bloomington with the requirements of Minnesota Statutes, section 645.021, subdivision 3.

Sec.2. Minnesota Statutes 2012, section 469.169, is amended by addibdiasian to read:

Subd.19. Additional border city allocation; 2013. (a) In addition to the tax reductions authorized in
subdivisions 12 to 18, the commissioner shall allocate $750,000 for tax reductions to border city enterprise zones in
cities locate on the western border of the stafthe commissioner shall allocate this amount among cities on a per
capita basis Allocations made under this subdivision may be used for tax reductions under section 469.171, or for
other offsets of taxes imposed om kemitted by businesses located in the enterprise zone, but only if the
municipality determines that the granting of the tax reduction or offset is necessary to retain a business within or
attract a business to the zond&he city alternatively may eledb use any portion of the allocation under this
paragraph for tax reductions under section 469.1732 or 469.1734.

(b) The commissioner shall allocate $750,000 for tax reductions under section 469.1732 or 469.1734 to cities
with border city enterprise zondscated on the western border of the stafthe commissioner shall allocate this
amount among the cities on a per capita ba$he city alternatively may elect to use any portion of the allocation
provided in this paragraph for tax reductions undeticed69.171.

EFFECTIVE DATE . This section is effective July 1, 2013.

Sec.3. Minnesota Statutes 2012, section 469.176, subdivision 4c, is amended to read:

Subd.4c. Economic development districts (a) Revenue derived from tax increment from eaonomic
development district may not be used to provide improvements, loans, subsidies, grants, interest rate subsidies, or
assistance in any form to developments consisting of buildings and ancillary facilities, if more than 15 percent of the
buildings and facilities (determined on the basis of square footage) are used for a purpose other than:
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(1) the manufacturing or production of tangible personal property, including processing resulting in the change
in condition of the property;

(2) warehousing, stage, and distribution of tangible personal property, excluding retail sales;

(3) research and development related to the activities listed in clause (1) or (2);

(4) telemarketing if that activity is the exclusive use of the property;

(5) tourism facilties; or

(6) qualified-borderretail-facilities;-or
{A space necessary for and related to the activities listed in clause¢&L}3p

(b) Notwithstanding the provisions of this subdivision, revenues derived from tax increment from an economic
development district may be used to provide improvements, loans, subsidies, grants, interest rate subsidies, or
assistance in any form for up to 15,000 square feet of any separately owned commercial facility located within the
municipal jurisdiction of amall city, if the revenues derived from increments are spent only to assist the facility
directly or for administrative expenses, the assistance is necessary to develop the facility, and all of the increments,
except those for administrative expensessaent only for activities within the district.

(c) A city is a small city for purposes of this subdivision if the city was a small city in the year in which the
request for certification was made and applies for the rest of the duration of the degactiless of whether the
city qualifies or ceases to qualify as a small city.

ify—under section
i ater than

EFFECTIV E DATE. This section is effective for districts for which the request for certification was made
after June 30, 2012.
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Sec.4. Minnesota Statutes 2012, section 469.176, subdivision 4g, is amended to read:

Subd.4g. General government use prohibited (a) Tax increments may not be used to circumvent existing
levy limit law.

(b) No tax increment from any district may be used for the acquisition, construction, renovation, operation, or
maintenance of a building to be used primarily and regularly for céinduithe business of a municipality, county,
school district, or any other local unit of government or the state or federal governitestprovision does not
prohibit the use of revenues derived from tax increments for the construction or renovatijmerkihg structure.

items, if:

ement financing

EFFECTIVE DATE . This section is effective the d&yllowing final enactment for all tax increment financing

districts, regardless of when the request for certification was made, but applies only to amounts spent after final
enactment.

Sec.5. Minnesota Statutes 2012, section 469.176, subdivision &esded to read:

Subd.6. Action required. () If, after four years from the date of certification of the original net tax capacity of
the tax increment financing district pursuant to section 469.177, no demolition, rehabilitation, or renovation of
property or other site preparation, including qualified improvement of a street adjacent to a parcel but not
installation of utility service including sewer or water systems, has been commenced on a parcel located within a tax
increment financing districhy the authority or by the owner of the parcel in accordance with the tax increment
financing plan, no additional tax increment may be taken from that parcel, and the original net tax capacity of that
parcel shall be excluded from the original net tax capa&f the tax increment financing districtf the authority or
the owner of the parcel subsequently commences demolition, rehabilitation, or renovation or other site preparation
on that parcel including qualified improvement of a street adjacent top#rael, in accordance with the tax
increment financing plan, the authority shall certify to the county auditor that the activity has commenced, and the
county auditor shall certify the net tax capacity thereof as most recently certified by the comemissi@venue
and add it to the original net tax capacity of the tax increment financing distifiet county auditor must enforce
the provisions of this subdivisionThe authority must submit to the county auditor evidence that the required
activity hastaken place for each parcel in the distrithe evidence for a parcel must be submitted by February 1 of
the fifth year following the year in which the parcel was certified as included in the digtdctpurposes of this
subdivision, qualified improements of a street are limited to (1) construction or opening of a new street, (2)
relocation of a street, and (3) substantial reconstruction or rebuilding of an existing street.
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(b) For districts which were certified on or after January 1, 2005, andeb&fwil 20, 2009, the fouyear period
under paragraph (a) iscreased-to-sixyeageemed to end on December 31, 2016

EFFECTIVE DATE . This section is effective the day following final enactment and applies to districts
certified on or after January 2006, and before April 20, 2009.

Sec.6. Minnesota Statutes 2012, section 469.177, is amended by adding a subdivision to read:

Subd.1d. Original net tax capacity adjustment; homestead market value exclusion(a) Upon approval by
the municipality, byresolution, the authority may elect to reduce the net tax capacity of a qualified district by the
amount of the tax capacity attributable to the market value exclusion under section 273.13, subdivisibe 35
amount of the reduction may not reduce thginal net tax capacity below zero.

(b) For purposes of this subdivision, a qualified district means a tax increment financing district that satisfies the
following conditions:

(1) for taxes payable in 2011, the authority received a homestead manketcvatit reimbursement under
section 273.1384 for the district of $10,000 or more;

(2) for taxes payable in 2013, the reduction in captured tax capacity resulting from the market value exclusion
for the district was equal to or greater than 1.75 pewfeiie district's captured tax capacity; and

(3) either (i) the authority is permitted to expend increments on activities under the provisions of section
469.1763, subdivision 3, or an equivalent provision of special law on July 1, 2013, or dittiet's tax increments
received for taxes payable in 2012 exceeded the amount of debt service payments due during calendar year 2012 on
bonds issued under section 469.178 to which the district's increments are pledged.

The calculation of the amount ugrdclause (2) must reflect any adjustments to original net tax capacity made under
subdivision 1, paragraphs (d) and (e), for the homestead market value exclusion.

(c) The authority must notify the county auditor of its election under this section mghHateJuly 1, 2014
Notifications made by July 1, 2013, are effective beginning for taxes payable in 2014, and notifications made after
July 1, 2013, are effective beginning for taxes payable in 2015.

EFFECTIVE DATE . This section is effective the dapliowing final enactment and applies to all tax
increment financing districts regardless of when the request for certification was made.

Sec.7. Minnesota Statutes 2012, section 473F.08, is amended by adding a subdivision to read:

Subd.3c. Mall of America. (a) When computing the net tax capacity under section 473F.05, the Hennepin
County auditor shall exclude the captured tax capacity of Tax Increment Financing Diititt€ andNo. 1-G in
the city of Bloomington.

(b) Notwithstanding the provisions of subdivision 2, paragraph (a), the commiadtiatrial contribution
percentage for the city of Bloomington is the contribution net tax capacity divided by the total net tax capacity of
commercialindustrial property n the city, excluding any commergi@dustrial property that is captured tax
capacity of Tax Increment Financing Distritds. 1-C andNo. 1-G.

(c) The property taxes to be paid on commetcidustrial tax capacity that is included in the captured tax
capacity of Tax Increment Financing Distridd®. 1-C andNo. 1-G in the city of Bloomington must be determined
as described in subdivision 6, except that the portion of the tax that is based on the areawide tax rate is to be treated
as tax increment undsection 469.176.
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(d) The provisions of this subdivision take effect only if the clerk of the city of Bloomington certifies to the
Hennepin County auditor that the city has entered into a binding written agreement with the Metropolitan Council to
repair andestore, or to replace, the old Cedar Avenue bridge for use by bicycle commuters and recreational users.

(e) This subdivision expires on the earliest of the following dates:

(1) when the tax increment financing districts have been decertified in 2@D86y as provided by section 10,
subdivision 2 or 4; or

(2) on January 1, 2014, if the city clerk fails to make the certification provided in paragraph (d) or if the city fails
to file its local approval of section 18 with the secretary of state by Desre®d, 2013.

EFFECTIVE DATE . This section is effective beginning for property taxes payable in 2014.

Sec.8. Laws 2008, chapter 366, article 5, section 26, is amended to read:
Sec.26. BLOOMINGTON TAX INCREMENT FINANCING; FIVE -YEAR RULE.

(a) The rguirements of Minnesota Statutes, section 469.1763, subdivision 3, that activities must be undertaken
within a five-year period from the date of certification of a tax increment financing district, are increaseshto a
year 15-yearperiod for the Port Atlority of the City of Bloomington's Tax Increment Financing Disthct 1,
Bloomington Central Station.

(b) Notwithstanding the provisions of Minnesota Statutes, section 469.176, or any other law to the contrary, the
city of Bloomington and its portuthority may extend the duration limits of the district for a period through
December 31, 2039.

(c) Effective for taxes payable in 2014, tax increment for the district must be computed using the current local
tax rate, notwithstanding the provisions offiiesota Statutes, section 469.177, subdivision 1la.

EFFECTIVE DATE . Paragraphs (a) and (c) are effective upon compliance by the governing body of the city of
Bloomington with the requirements of Minnesota Statutes, section 645.021, subdiviflaragrah (b) is effective
upon compliance by the governing bodies of the city of Bloomington, Hennepin County, and Independent School
District No. 271 with the requirements of Minnesota Statutes, sections 469.1782, subdivision 2, and 645.021,
subdivision 3.

Sec 9. Laws 2008, chapter 366, article 5, section 34, as amended by Laws 2009, chapter 88, article 5, section 11,
is amended to read:

Sec.34. CITY OF OAKDALE; ORIGINALTFAX-CARPACITY— PARCELS DEEMED OCCUPIED. (&)

g and
he-following
0056;
921320060;
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(a) Parcel numbers 3102921320054, 3102921320055, 3102921320056, 3102921320057, 3102921320061, and
3102921330004 are deemed to meet the requirenténkdinnesota Statutes, section 469.174, subdivision 10,
paragraph (d), notwithstanding any contrary provisions of that paragraph, if the following conditions are met:

(1) a building located on any part of each of the specified parcels was demolishetheftdousing and
Redevelopment Authority for the city of Oakdale adopted a resolution under Minnesota Statutes, section 469.174,
subdivision 10, paragraph (d), clause (3);

(2) the building was removed either by the authority, by a developer under apieeatoagreement with the
Housing and Redevelopment Authority for the city of Oakdale, or by the owner of the property without entering into
a development agreement with the Housing and Redevelopment Authority for the city of Oakdale; and

(3) the requesor certification of the parcel as part of a district is filed with the county auditor by December 31, 2017.

(b) The provisions of this section allow an election by the Housing and Redevelopment Authority for the city of
Oakdale for the parcels deemed qued under paragraph (a), notwithstanding the provisions of Minnesota Statutes,
sections 469.174, subdivision 10, paragraph (d), and 469.177, subdivision 1, paragraph (f).

(c) The city may elect, in the tax increment financing plan, to collect incremantd redevelopment district
created under the provisions of this section for an additional ten years beyond the limit in Minnesota Statutes,
section 469.176, subdivision 1b.

EFFECTIVE DATE . This section is effective upon compliance by the governing loddlye city of Oakdale
with the requirements of Minnesota Statutes, section 645.021, subdivision 3, except that the provisions of paragraph
(c) are effective only upon compliance with Minnesota Statutes, section 469.1782, subdivision 2, by Ramsey County
and Independent School Distrilsib. 622.

Sec.10. Laws 2010, chapter 216, section 55, is amended to read:

Sec.55. OAKDALE; TAX INCREMENT FINANCING DISTRICT.

Subdivision 1 Duration of district. Notwithstanding the provisions of Minnesota Statutestisn 469.176,
subdivision 1b, the city of Oakdale may collect tax increments from Tax Increment Financing Nist6aBergen
Plaza) through December 328242040 subject to the conditions described in subdivision 2.

Subd.2. Conditions for extengon. (a) Subdivision 1 applies only if the following conditions are met:

(1) by July 1, 2011, the city of Oakdale has entered into a development agreement with a private developer for
development or redevelopment of all or a substantial part @frdsparcels described in clause;(@nhd

(2) by November 1, 2011, the city of Oakdale or a private developer commences construction of streets, traffic
improvements, water, sewer, or related infrastructure that serves one or both of the parcels wittwihg frdicel
identification numbers: 2902921330001 and 290292133000%o0r the purposes of this section, construction
commences upon grading or other visible improvements that are part of the subject infrastructure.

(b) All tax increments received by tloity of Oakdale under subdivision 1 after December 31, 2016, must be
used only to pay costs that are hoth

(1) related to redevelopment of the parcels specified in this subdivasigrarcel numbers 3102921320053,
3102921320054, 3102921320055, 31029213800 3102921320057, 3102921320058, 3102921320059,
3102921320060, 3102921320061, 3102921320062, 3102921320063, 3102921330004, and 3102921330005,
including, without limitation, anyef-the infrastructure referenced—in—this—subdivisiothat serves any of the
referenced parcelsind




3308 JOURNAL OF THEHOUSE [38TH DAY

(2) otherW|se el|g|ble under law to be paid with mcrements from the speC|f|ed tax increment flnancmg district
~ he duration

EFFECTIVE DATE . This section is effective upon compliance by the governing body of the city of Oakdale
with the requirements of Minnesota Statutes, section 645.021, subdivision 3, except that the amendments to
subdivision 1 are effeise only upon compliance with Minnesota Statutes, section 469.1782, subdivision 2, by
Ramsey County and Independent School Dishimt622.

Sec.11. CITY OF BLOOMINGTON; TAX INCREMENT FINANCING.

Subdivision 1 Addition of property to Tax Increment Fin ancing District No. 1-G. (a) Notwithstanding the
provisions of Minnesota Statutes, section 469.175, subdivision 4, or any other law to the contrary, the governing
bodies of the Port Authority of the city of Bloomington and the city of Bloomington mayteletiminate the real
property north of the existing building line on Lot 1, Block 1, Mall of America 7th Addition, exclusive of Lots 2 and
3 from Tax Increment Financing Distribto. 1-C within Industrial Development Distriddo. 1 Airport South in the
city of Bloomington, Minnesota, and expand the boundaries of Tax Increment Financing Nistfde6 to include

that property

(b) If the city elects to transfer parcels under this authority, the county auditor shall transfer the original taxo€apacity
the affected parcels from Tax Increment Financing DistrictiN®to Tax Increment Financing District NbG.

Subd.2. Authority to extend duration limit; computation of increment. (a) Notwithstanding Minnesota
Statutes, section 469.176, or Laws 1996, chapter 464, article 1, section 8, or any other law to the contrary, the city of
Bloomington and its port authority may extend the duration limits of Tax Increment Financing Distridt€ and
No. 1-G through December 31, 2034.

(b) Effective for property taxes payable in 2017 through 2034, the captured tax capacity of Tax Increment
Financing DistrictNo. 1-C must be included in computing the tax rates of each local taxing distddhantax
increment equals only the amount of tax computed under Minnesota Statutes, section 473F.08, subdivision 3c,

paragraph (c).

(c) Effective for property taxes payable in 2019 through 2034, the captured tax capacity of Tax Increment
Financing Distrit No.1-G must be included in computing the tax rates of each local taxing district and the tax
increment for the district equals only the amount of tax computed under Minnesota Statutes, section 473F.08,
subdivision 3c, paragraph (c).

Subd.3. Treatment of increment. Increments received under the provisions of subdivision 2, paragraph (b) or
(c), and Minnesota Statutes, section 473F.08, subdivision 3c, are deemed to be tax increments of Tax Increment
Financing DistrictNo. 1-G, notwithstanding any lawo the contrary, and without regard to whether they are
attributable to captured tax capacity of Tax Increment Financing Dislimict-C.

Subd.4. Condition. The authority under this section expires and Tax Increment Financing DistacisC
and No. 1-G must be decertified for taxes payable in 2024 and thereatfter, if the total estimated market value of
improvements for parcels located in Tax Increment Financing Didilictl-G, as modified, do not exceed
$100,000,000 by taxes payable in 2023.

EFFECTIVE DATE. This section is effective upon compliance of the governing body of the city of
Bloomington with the requirements of Minnesota Statutes, section 645.021, subdivision 3, but only if the city enters
into a binding written agreement with the Metotilan Council to repair and restore, or to replace, the old Cedar
Avenue bridge for use by bicycle commuters and recreational. uéis section is effective without approval of
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the county and school district under Minnesota Statutes, section 469s1iB8Rision 2 The legislature finds that

the county and school district are not "affected local government units" within the meaning of Minnesota Statutes,
section 469.1782, because the provision allowing extended collection of increment by the tarnhdiancing

districts does not affect their tax bases and tax rates dissimilarly to other counties and school districts in the
metropolitan area.

Sec.12. ST.CLOUD; TAX INCREMENT FINANCING.

The request for certification of Tax Increment Financing Disf¥iot 2, commonly referred to as the Norwest
District, in the city ofSt. Cloud is deemed to have been made on or after August 1, 1979, and before July 1, 1982
Revenues derived from tax imgnent for that district must be treated for purposes of any law as revenue of a tax
increment financing district for which the request for certification was made during that time period.

EFFECTIVE DATE . This section is effective upon approval by the goireg body of the city ofSt. Cloud
and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Sec.13. DAKOTA COUNTY COMMUNITY DEVELOPMENT AGENCY:; TAX INCREMENT FINANCING
DISTRICT.

Subdivision 1 Authorization. Notwithstanding theprovisions of any other law, the Dakota County
Community Development Agency may establish a redevelopment tax increment financing district comprised of the
properties that were:

(1) included in the CDA 10 Robert and South Street district in the city of 8¢6Paul; and

(2) not decertified before July 1, 2012.

The district created under this section terminates no later than December 31, 2018.

Subd.2. Special rules The requirements for qualifying a redevelopment district under Minnesota Statutes,
section 469.174, subdivision 10, do not apply to parcels located within the diskMictnesota Statutes, section
469.176, subdivision 4j, do not apply to the distrithe original tax capacity of the district is $93,239.

Subd.3. Authorized expenditures. Tax increment from the district may be expended to pay for any eligible
activities authorized by Minnesota Statutes, chapter 469, within the redevelopment area that includes the district,
provided that the boundaries of the redevelopment area may rexpanded to add new area after April 1, 2013
All expenditures for eligible activities are deemed to be activities within the district under Minnesota Statutes,
section 469.1763, subdivisions 2 to 4.

Subd.4. Adjusted net tax capacity The capturedax capacity of the district must be included in the adjusted
net tax capacity of the city, county, and school district for the purposes of determining local government aid,
education aid, and county program.aibhe county auditor shall report to the coimssioner of revenue the amount
of the captured tax capacity for the district at the time the assessment abstracts are filed.

EFFECTIVE DATE . This section is effective upon compliance by the governing body of the Dakota County
Community Development Agenayith the requirements of Minnesota Statutes, section 645.021, subdivision 3.

Sec.14. CITY OF GLENCOE; TAX INCREMENT FINANCING DISTRICT EXTENSION.

Subdivision 1 Duration of district. Notwithstanding the provisions of Minnesota Statutes, section 469.176,
subdivision 1b, paragraph (a), clause (4), or any other law to the contrary, the city of Glencoe may collect tax
increments from Tax Increment Financing Distiiz. 4 (McLeod County Dstrict No. 007) through December 31,

2023, subject to the conditions in subdivision 2.
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Subd.2. Exclusive use of revenues (a) All tax increments derived from Tax Increment Financing District
No. 4 (McLeod County DistricNo. 007) that are collected aft®ecember 31, 2013, must be used only to pay debt
service on or to defease bonds that were outstanding on January 1, 2013 and that were issued to finance
improvements serving:

(1) Tax Increment Financing Distriblo. 14 (McLeod County DistricNo. 033) Downtown);

(2) Tax Increment Financing Distriblo. 15 (McLeod County DistriciNo. 035) (Industrial Park); and

(3) benefited properties as further described in proceedings related to the city's series 2007A bonds, dated
September 1, 2007, and any borsisied to refund those bonds.

(b) Increments may also be used to pay debt service on or to defease bonds issued to refund the bonds described
in paragraph (a), if the refunding bonds do not increase the present value of debt service due on the refisxded bon
when the refunding is closed.

(c) When the bonds described in paragraphs (a) and (b) have been paid or defeased, the district must be
decertified and any remaining increment returned to the city, county, and school district as provided in Minnesota
Stautes, section 469.176, subdivision 2, paragraph (c), clause (4).

EFFECTIVE DATE . This section is effective upon compliance by the governing bodies of the city of Glencoe,
McLeod County, and Independent School DisthNct. 2859 with the requirements ofivhesota Statutes, sections
469.1782, subdivision 2, and 645.021, subdivision 3.

Sec.15. CITY OF ELY; TAX INCREMENT FINANCING.

Subdivision 1 Extension of district. Notwithstanding Minnesota Statutes, section 469.176, subdivision 1b, or
any other lawio the contrary, the city of Ely may collect tax increment from Tax Increment Financing Dhgiritt
through December 31, 2021Increments from the district may only be used to pay binding obligations and
administrative expenses.

Subd.2. Binding obligations. For purposes of this section, "binding obligations" means the binding contractual
or debt obligation of Tax Increment Financing Disthit. 1 entered into before January 1, 2013.

Subd.3. Expenditures outside district Notwithstanding Minnesota Statutes, section 469.1763, subdivision 2,
the governing body of the city of Ely may elect to transfer revenues derived from increments from its Tax Increment
Financing DistrictNo.3 to the tax increment account established urldamesota Statutes, section 469.177,
subdivision 5, for Tax Increment Financing Distridd. 1. The amount that may be transferred is limited to the
lesser of:

(1) $168,000; or

(2) the total amount due on binding obligations and outstanding on tl&tldss the amount of increment
collected by Tax Increment Financing Distrié0. 1 after December 31, 2012, and administrative expenses of Tax
Increment Financing Distridtlo. 1 incurred after December 31, 2012.

EFFECTIVE DATE . This section is effectivaipon approval by the governing bodies of the city of Ely,
St. Louis County, and Independent School DistiNt. 696 with the requirements of Minnesota Statutes, sections
469.1782, subdivision 2, and 645.021, subdivision 3
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Sec.16. CITY OF MAPLEWOOD; T AXINCREMENT FINANCING DISTRICT; SPECIAL RULES.

(a) If the city of Maplewood elects, upon the adoption of a tax increment financing plan for a district, the rules
under this section apply to one or more redevelopment tax increment financing distridishestaby the city or the
economic development authority of the citfhe area within which the redevelopment tax increment districts may
be created is parcel 362922240002 (the "parcel") or any replatted parcels constituting a part of the parcel and the
adjacent right®f-way. For purposes of this section, the parcel is the "3M Renovation and Retention Project Area"

or "project ared

(b) The requirements for qualifying redevelopment tax increment districts under Minnesota Statutes, section
469.174, subivision 10, do not apply to the parcel, which is deemed eligible for inclusion in a redevelopment tax
increment district.

(c) The 90 percent rule under Minnesota Statutes, section 469.176, subdivision 4j, does not apply to the parcel.

(d) The expenditgs outside district rule under Minnesota Statutes, section 469.1763, subdivision 2, does not
apply; the fiveyear rule under Minnesota Statutes, section 469.1763, subdivision 3, is extended to ten years; and
expenditures must only be made within the prioggea.

(e) If, after one year from the date of certification of the original net tax capacity of the tax increment district, no
demolition, rehabilitation, or renovation of property has been commenced on a parcel located within the tax
increment distrigtno additional tax increment may be taken from that parcel, and the original net tax capacity of the
parcel shall be excluded from the original net tax capacity of the tax increment didri@WV Company
subsequently commences demolition, rehabilitatior renovation, the authority shall certify to the county auditor
that the activity has commenced, and the county auditor shall certify the net tax capacity thereof as most recently
certified by the commissioner of revenue and add it to the originghxegpacity of the tax increment distridthe
authority must submit to the county auditor evidence that the required activity has taken place for each parcel in the
district.

(f) The authority to approve a tax increment financing plan and to estabtisk increment financing district
under this section expires December 31, 2018.

EFFECTIVE DATE . This section is effective upon approval by the governing body of the city of Maplewood
and upon compliance with Minnesota Statutes, section 645.021, suddlis

Sec.17. CITY OF MINNEAPOLIS; STREETCAR FINANCING.

Subdivision 1 Definitions. (a) For purposes of this section, the following terms have the meanings given them.

(b) "City" means the city of Minneapolis.

(c) "County" means Hennepin County.

(d) "District" means the areas certified by the city under subdivision 2 for collection of value capture taxes.

(e) "Project area" means the area including one city block on either side of a streetcar line designated by the city
to serve the downtown aradijacent neighborhoods of the city.

Subd.2. Authority to establish district. (a) The governing body of the city may, by resolution, establish a
value capture district consisting of some or all of the taxable parcels located within one or more kdulegfo
areas of the city, as described in the resolution:
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(1) the area bounded by Nicollet Avenue on the west, 16th Street East on the south, First Avenue South on the
east, and 14th Street East on the north;

(2) the area bounded by Spruce Place on thst,wl 4th Street West on the south, LaSalle Avenue on the east,
and Grant Street West on the north;

(3) the area bounded by Nicollet Avenue or Mall on the west, Fifth Street South on the south, Marquette Avenue
on the east, and Fourth Street South omtréh; and

(4) the area bounded by First Avenue North on the west, Washington Avenue on the south, Hennepin Avenue on
the east, and Second Street North on the north.

(b) The city may establish the district and the project area only after holding a pealiag on its proposed
creation after publishing notice of the hearing and the proposal at least once not less than ten days nor more than 30
days before the date of the hearing.

Subd.3. Calculation of value capture district; administrative provisions. (a) If the city establishes a value
capture district under subdivision 2, the city shall request the county auditor to certify the district for calculation of
the district's tax revenues.

(b) For purposes of calculating the tax revenues of the djdinetcounty auditor shall treat the district as if it
were a request for certification of a tax increment financing district under the provisions of Minnesota Statutes,
section 469.177, subdivision 1, and shall calculate the tax revenues of the disgmth year of its duration under
subdivision 4 as equaling the amount of tax increment that would be computed by applying the provisions of
Minnesota Statutes, section 469.177, subdivisions 1, 2, and 3, to determine captured tax capacity and nwitiplying
the current tax rate, excluding the state general tax Wdte city shall provide the county auditor with the necessary
information to certify the district, including the option for calculating revenues derived from the areawide tax rate
under Minnesta Statutes, chapter 473F.

(c) The county auditor shall pay to the city at the same times provided for settlement of taxes and payment of tax
increments the tax revenues of the distrithe city must use the tax revenues as provided under subdivision 4.

Subd.4. Permitted uses of district tax revenues (a) In addition to paying for reasonable administrative costs
of the district, the city may spend tax revenues of the district for property acquisition, improvements, and equipment
to be used for operians within the project area, along with related costs, for:

(1) planning, design, and engineering services related to the construction of the streetcar line;

(2) acquiring property for, constructing, and installing a streetcar line;

(3) acquiring and m@intaining equipment and rolling stock and related facilities, such as maintenance facilities,
which need not be located in the project area;

(4) acquiring, constructing, or improving transit stations; and

(5) acquiring or improving public space, incladithe construction and installation of improvements to streets
and sidewalks, decorative lighting and surfaces, and plantings related to the streetcar line.

(b) The city may issue bonds or other obligations under Minnesota Statutes, chapter 475 awitledtion, to
fund acquisition or improvement of property of a capital nature authorized by this section, including any costs of
issuance The city may also issue bonds or other obligations to refund those bonds or obligdmymsent of
principal andnterest on the bonds or other obligations issued under this paragraph is a permitted use of the district's
tax revenues.
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(c) Tax revenues of the district may not be used for the operation of the streetcar line.

Subd.5. Duration of the district. A district established under this section is limited to the lesser of (1) 25 years
of tax revenues, or (2) the time necessary to collect tax revenues equal to the amount of the capital costs permitted
under subdivision 4 or the amount needed to pay or defessks lor other obligations issued under subdivision 4,
whichever is later.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.18. CITY OF BLOOMINGTON; OLD CEDAR AVENUE BRIDGE.

(a) Notwithstanding any law to the contrary, the city of Bloomington shall transfer from the tax increment
financing accounts for its Tax Increment Financing Disfdot 1-C and Tax Increment Financing Distridb. 1-G
an amount equal to the tax incremémt each district that is computed under the provisions of Minnesota Statutes,
section 473F.08, subdivision 3c, for taxes payable in 2014 to an account or fund established for the repair,
restoration, or replacement of the Old Cedar Avenue bridge fobyéecycle commuters and recreational users
The city is authorized to and must use the transferred funds to complete the repair, renovation, or replacement of the

bridge.

(b) No signs, plagues, or markers acknowledging or crediting donations for, sgfopsf, or naming rights
may be posted on or in the vicinity of the Old Cedar Avenue bridge.

EFFECTIVE DATE . This section is effective upon compliance by the city of Bloomington with the
requirements of Minnesota Statutes, section 645.021, subdi@sion

ARTICLE 10
DESTINATION MEDICAL CENTER

Section 1 Minnesota Statutes 2012, section 297A.71, is amended by adding a subdivision to read:

Subd.45. Construction materials, public infrastructure related to the Destination medical center
Materials ad supplies used in, and equipment incorporated into, the construction and improvement of publicly
owned buildings and infrastructure included in the development plan adopted under section 469.42, and financed
with public funds, are exempt.

EFFECTIVE DATE . This section is effective for sales and purchases made after June 30, 2015.

Sec.2. [469.40] DEFINITIONS.

Subdivision 1 Application. For the purposes of section 469.40 to 469.46, the terms defined in this section have
the meanings given them.

Subd 2. City. "City" means the city of Rochester.

Subd.3. County. "County" means Olmsted County.

Subd.4. Destination Medical Center Corporation, corporation, DMCC. "Destination Medical Center
Corporation," "corporation," or "DMCC" means thenprofit corporation created by the city as provided in section
469.41, and organized under chapter 317A.
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Subd.5. Destination medical center development district "Destination medical center development district"
or "development district" means a geapinic area in the city identified in the adopted DMCC development plan in
which public infrastructure projects are implemented.

Subd.6. Development plan "Development plan" means the plan adopted by the DMCC under section 469.42.

Subd.7. Medical business entity "Medical business entity" means a medical business entity with its principal
place of business in the city that, as of the effective date of this section, together with all business entities of which it
is the sole member or sole sharehagldetlectively employs more than 30,000 persons in the state.

Subd.8. Public infrastructure project. (a) "Public infrastructure project” means a project financed in part or
whole with public money in order to support the medical business entity'sodevaht plans, as identified in the
adopted DMCC development plaA project may be to:

(1) acquire real property and other assets associated with the real property;

(2) demoalish, repair, or rehabilitate buildings;

(3) remediate land and buildings aguged to prepare the property for acquisition or development;

(4) install, construct, or reconstruct elements of public infrastructure required to support the overall development
of the destination medical center development district, including, butimiieéd to, streets, roadways, utilities
systems and related facilities, utility relocations and replacements, network and communication systems, streetscape
improvements, drainage systems, sewer and water systems, subgrade structures and associaatkentsprov
landscaping, facade construction and restoration, wayfinding and signage, and other components of community
infrastructure;

(5) acquire, construct or reconstruct, and equip parking facilities and other facilities to encourage intermodal
transportéon and public transit;

(6) install, construct or reconstruct, furnish, and equip parks, cultural, and recreational facilities, facilities to
promote tourism and hospitality, conferencing and conventions, broadcast and related multimedia infrastructure;

(7) make related site improvements, including, without limitation, excavation, earth retention, soil stabilization
and correction, site improvements to support the destination medical center development district; and

(8) prepare land for private developnt and to sell or lease land.

(b) A public infrastructure project is not a business subsidy under section 116J.993.

Sec.3. [469.41] DESTINATION MEDICAL CENTER CORPORATION ESTABLISHED.

Subdivision 1 DMCC created. The city shall establish destination medical center corporation as a nonprofit
corporation under chapter 317A to provide the city with expertise in preparing and implementing the development
plan to establish the city as a destination medical ceBverept as provided in thistale, the nonprofit corporation
is not subject to laws governing the city.

Subd.2. Membership. (a) The corporation's governing board consists of nine voting members, as follows:

(1) the mayor of the city, or the mayor's designee, subject to apjptia city council;
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(2) a member of the city council, selected by the city council;

(3) a member of the county board, selected by the county board;

(4) two representatives of the medical business entity defined in section 469.40, subdivision 7edpydim
city council from among five candidates nominated by the medical business entity;

(5) two representatives of the city business community other than the medical business entity, appointed by the
city council from among five candidates nominatgdhe Rochester Area Chamber of Commerce; and

(6) two members, appointed by the governor.

(b) Appointing authorities must make their appointments as soon as practicable after the effective date of this
section.

Subd.3. Bylaws. The corporation shaladopt bylaws governing the terms of members, filling vacancies,
removal of members, selection of officers and other personnel and contractors, and other matters of organization and
operation of the corporation.

Subd.4. Open meeting law; data practices Meetings of the corporation and any committee or subcommittee
of the corporation are subject to the open meeting law in chapter ITB® corporation is a government entity for
purposes of chapter 13.

Subd.5. Conflicts of interest Except for the metrers appointed under subdivision 2, paragraph (a), clause
(4), to represent the medical business entity, within one year prior to or at any time during a member's term of
service on the corporation's governing board, a member must not be employed bwebder of the board of
directors of, or otherwise be a representative of the medical business Blatitgember may serve as a lobbyist, as
defined under section 10A.01, subdivision 21.

Subd.6. Powers; gifts The corporation may exercise any other pmwthat are granted by its articles of
incorporation and bylaws to the extent that those powers are not inconsistent with the provisions of sections 469.40
to 469.46 Notwithstanding any law to the contrary, the corporation may accept and use gifte@f oroinkind
and may use any of its money or assets, other than money or assets received from the city, county, or state, to
develop and implement the adopted development plan.

Subd.7. Dissolution. The city shall provide for the terms for dissolutiohthe corporation in the articles of
incorporation

Sec4. [469.42] DEVELOPMENT PLAN.

Subdivision 1 Development plan; adoption by DMCC; notice; findings (a) The corporation shall prepare
and adopt a development plafihe corporation must hola public hearing before adopting a development.pkstn
least 45 days before the hearing, the corporation shall make copies of the proposed plan available to the public at the
corporation and city offices during normal business hours, on the corporationity's Web site, and as otherwise
determined appropriate by the corporatidkt least ten days before the hearing, the corporation shall publish notice
of the hearing in a daily newspaper of general circulation in the dibhe development plan mayt be adopted
unless the corporation finds by resolution that:

(1) the plan provides an outline for the development of the city as a destination medical center, and the plan is
sufficiently complete, including the identification of planned and anticibptejects, to indicate its relationship to
definite state and local objectives;
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(2) the proposed development affords maximum opportunity, consistent with the needs of the city, county, and
state, for the development of the city by private enterprisedastmation medical center;

(3) the proposed development conforms to the general plan for the development of the city and is consistent with
the city comprehensive plan;

(4) the plan includes:

(i) strategic planning consistent with a destination medieater in the core areas of commercial research and
technology, learning environment, hospitality and convention, sports and recreation, livable communities, including
mixeduse urban development and neighborhood residential development, retail/disirigilemtent, and health
and wellness;

(ii) estimates of shoriand longrange fiscal and economic impacts;

(iii) a framework to identify and prioritize sherand longterm public investment and public infrastructure
project development and to facilitgtevate investment and development;

(iv) land use planning;

(v) transportation and transit planning;

(vi) operational planning required to support the medical center development district; and

(vii) ongoing market research plans; and

(5) the city has@proved the plan.

(b) The identification of planned and anticipated projects under paragraph (a), clause (1), must give priority to
projects that will pay wages at least equal to the basic cost of living wage as calculated by the commissioner of
employmet and economic development for the county in which the project is locatesl calculation of the basic
cost of living wage shall be done as provided for under Minnesota Statutes, section 116J.013, if enacted by the 2013

legislature.

Subd.2. Modificati on of development plan The corporation may modify the development plan at any.time
The corporation must update the development plan not less than every five Agamlification or update under
this subdivision must be adopted by the corporation upennotice and after the public hearing and findings
required for the original adoption of the development plan.

Subd.3. Medical center development districts; creation; notice; findings As part of the development plan,
the corporation may create addfine the boundaries of medical center development districts and subdistricts at any
place or places within the cityProjects may be undertaken within defined medical center development districts
consistent with the development plan.

Subd.4. DMCC consultant. (a) The corporation may engage a business entity consultant to provide
experience and expertise in developing the destination medical.c@i@consultant may assist the corporation in
preparing the development plan and provide services tstdks corporation or city in implementing, consistent
with the development plan, the goals, objectives, and strategies in the development plan, including, but not limited to:

(1) developing and updating the criteria for evaluating and underwritingajeweht proposals;
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(2) implementing the development plan, including soliciting and evaluating proposals for development and
evaluating and making recommendations to the corporation and the city regarding those proposals;

(3) providing transactionaervices in connection with approved projects;

(4) developing patient, visitor, and community outreach programs for a destination medical center development
district;

(5) working with the corporation to acquire and facilitate the sale, lease, otmihssctions involving land and
real property;

(6) seeking financial support for the corporation, the city, and a project;

(7) partnering with other development agencies and organizations and the county in joint efforts to promote
economic development drestablish a destination medical center;

(8) supporting and administering the planning and development activities required to implement the
development plan;

(9) preparing and supporting the marketing and promotion of the medical center developmemnt dist

(10) preparing and implementing a program for community and public relations in support of the medical center
development district;

(11) assisting the corporation or city and others in applications for federal grants, tax credits, and other sources
of funding to aid both private and public development; and

(12) making other general advisory recommendations to the corporation and the city, as requested.

(b) The corporation may contract with the consultant to provide administrative services topteaton with
regard to the destination medical center plan implementafibe corporation may pay for those services out of any
revenue sources available to it.

Subd.5. Audit of consultant contracts. Any contract for services between the corportnd a consultant
paid, in whole or in part, with public money gives the corporation, the city, and the state auditor the right to audit the
books and records of the consultant that are necessary to certify (1) the nature and extent of the seshegls furni
pursuant to the contract, and (2) that the payment for services and related disbursements complies with all state laws,
regulations, and the terms of the contraéiny contract for services between the corporation and the consultant
paid, in whole oiin part, with public money shall require the corporation to maintain for the life of the corporation
accurate and complete books and records directly relating to the contract.

Subd.6. Report. By January 15 of each year, the corporation and city nulshis a report to the chairs and
ranking minority members of the legislative committees with jurisdiction over local and state government
operations, economic development, and taxes, and to the commissioners of revenue and employment and economic
developmet, and the county The corporation and city must also submit the report as provided in section 3.195
The report must include:

(1) the adopted development plan and any proposed changes to the development plan;

(2) progress of projects identified inetldevelopment plan;
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(3) actual costs and financing sources, including the amount paid with state aid under section 469.46 and
required local contributions, of projects completed in the previous two years by the corporation, city, the county, and
the medical business entity;

(4) estimated costs and financing sources for projects to be begun in the next two years by the corporation, city,
the county, and the medical business entity; and

(5) debt service schedules for all outstanding obligations @ftthfor debt issued for projects identified in the plan.

Sec.5. [469.43] CITY POWERS, DUTIES; AUTHORITY TO ISSUE BONDS.

Subdivision 1 Port authority powers. The city may exercise the powers of a port authority under sections
469.048 to 469.068, fdhe purposes of implementing the destination medical center development plan.

Subd.2. Support to the corporation. The city may provide financial and administrative support and office and
other space to the corporatiofihe city may appropriate money the city to the corporation for its wark

Subd.3. City to issue debt The city may issue general obligation bonds, revenue bonds, or other obligations,
as it determines appropriate, to finance public infrastructure projects, as provided by 4hA&ptdotwithstanding
section 475.53 obligations issued under this section are not subject to the limits on net debt, regardless of their
source of security or paymeniNotwithstanding section 475.58 or any other law or charter provision to the contrary
issuance of obligations under the provisions of this section are not subject to approval of the dlbetoiyy may
pledge any of its revenues, including property taxes, the taxes authorized by sections 469.44 and 469.45, and the
state aid under seah 469.46, as security for and to pay the obligatiofise city must not issue obligations that are
only payable from or secured by state aid under section 469.46.

Subd.4. American made steel The city must require that a public infrastructure projese American steel
products to the extent practicablin determining whether it is practicable, the city may consider the exceptions to
the requirement in Public Law 1Hl, section 1605.

Sec.6. [469.44] CITY TAX AUTHORITY.

Subdivision 1 Rochester other local taxes authorized (a) Notwithstanding section 477A.016, or any other
contrary provision of law, ordinance, or city charter, and in addition to any taxes the city may impose on these
transactions under another statute or law, the city of &ieh may, by ordinance impose at a rate or rates,
determined by the city, any of the following taxes:

(1) a tax on the gross receipts from the furnishing for consideration of lodging and related services as defined in
section 297A.61, subdivision 3, pgraph (g), clause (2); the city may choose to impose a differential tax based on
the number of rooms in the facility;

(2) a tax on the gross receipts of food and beverages sold primarily for consumption on the premises by
restaurants and places of refmesmt that occur in the city of Rochester; the city may elect to impose the tax in a
defined district of the city; and

(3) a tax on the admission receipts to entertainment and recreational facilities, as defined by ordinance, in the
city of Rochester.

(b) The provisions of section 297A.99, subdivisions 4 to 13, govern the administration, collection, and
enforcement of any tax imposed by the city under paragraph (a).
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(c) The proceeds of any taxes imposed under this subdivision, less refunds and coklstimincahust be used
by the city to fund obligations related to public infrastructure projects contained in the development plan, including
any associated financing cost#ny tax imposed under paragraph (a) expires at the earlier of December 31,2041, o
when the city council determines that sufficient funds have been raised from the tax plus all other local funding
sources authorized in this article to meet the city obligation for financing a public infrastructure project contained in
the development ph, including any associated financing costs.

Subd.2. General sales tax authority The city may elect to extend the existing local sales and use tax under
section 11 or to impose an additional rate of up tetmi&of one percent tax on sales and wsder section 9.

Subd.3. Special abatement rules (a) If the city or the county elects to use tax abatement under sections
469.1812 to 469.1815 to finance costs of public infrastructure projects, the special rules under this subdivision apply.

(b) Thelimitations under section 469.1813, subdivision 6, do not apply to the city or the county.

(c) The limitations under section 469.1813, subdivision 8, do not apply and property taxes abated by the city or
the county to finance costs of public infrastruetiprojects are not included for purposes of applying section
469.1813, subdivision 8, to the use of tax abatement for other purposes of the city or the county; however, the total
amount of property taxes abated by the city and the county under thisityuiinest not exceed $87,750,000.

Subd.4. Special tax increment financing rules If the city elects to establish a redevelopment tax increment
financing district or districts within the area of the destination medical center development districjuttenrents
of section 469.174, subdivision 10, restricting the geographic areas that may be designated as a district do not apply
and increments from the district are not required to be spent in accordance with the requirements of section 469.176,

subdivison 4j.

Sec.7. [469.45] COUNTY TAX AUTHORITY.

(a) Notwithstanding sections 297A.99, 297A.993, and 477A.016, or any other contrary provision of law,
ordinance, or charter, and in addition to any taxes the county may impose under another law dhethnaed of
commissioners of Olmsted County may, by resolution, impose a transit tax of up to one quarter of one percent on
retail sales and uses taxable under chapter 29t# provisions of section 297A.99, subdivisions 4 to 13, govern
the impositionadministration, collection, and enforcement of the tax authorized under this paragraph.

(b) The board of commissioners of Olmsted County may, by resolution, levy an annual wheelage tax of up to
$10 on each motor vehicle kept in the county when not inatiper which is subject to annual registration and
taxation under chapter 168 he wheelage tax shall not be imposed on the vehicles exempt from wheelage tax under
section 163.051, subdivision T'he board by resolution may provide for collection of tHeealage tax by county
officials or it may request that the tax be collected by the state registrar on behalf of the ddanprovisions of
section 163.051, subdivisions 2, 2a, 3, and 7, shall govern the administration, collection, and enforceméax of th
authorized under this paragraph.

(c) The proceeds of any taxes imposed under this subdivision, less refunds and costs of collection, must be first
used by the county to meet its share of obligations for financing transit infrastructure related gaobtic
infrastructure projects contained in the development plan, including any associated financingRm&taues
collected in any calendar year in excess of the county obligation to pay for projects contained in the development
plan may be retainey the county and used for funding other transportation projects, including roads and bridges,
airport and transit improvements.
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(d) Any taxes imposed under paragraph (a), expire December 31, 2041, or at an earlier time if approved by
resolution of the caaty board of commissionerdHowever, the taxes may not terminate before the county board of
commissioners determines that revenues from these taxes and any other revenue source the county dedicates are
sufficient to pay the county share of transit projeosts and associated financing costs under the adopted
development plan.

Sec.8. [469.46] STATE INFRASTRUCTURE AID.

Subdivision 1 Definitions. (a) For purposes of this section, the following terms have the meanings given them.

(b) "Commissioner'means the commissioner of employment and economic development.

(c) "Construction projects” means construction of buildings in the city for which the building permit was issued
after June 30, 2013.

(d) "Expenditures" means expenditures made by a medisahdss entity, including any affiliated entities, on
construction projects for the capital cost of the project, including but not limited to:

(1) design and predesign, including architectural, engineering, and similar services;

(2) leqgal, requlatory, ahother compliance costs of the project;

(3) land acquisition, demolition of existing improvements, and other site preparation costs;

(4) construction costs including all materials and supplies of the project; and

(5) equipment and furnishings that atéached to or become part of the real property.

Expenditures exclude supplies and other items with a useful life of less than a year that are not used or consumed in
constructing improvements to real property or are otherwise chargeable to capital costs.

(e) "Qualified expenditures" has the following meaniri the first year in which aid is paid under this section
"qualified expenditures” mean the total certified expenditures since June 30, 2013, through the end of the previous
calendar year minus $8®00,000 For subsequent years "qualified expenditures" mean the certified expenditures
for the previous calendar year.

(f) "Transit costs" means the portions of a public infrastructure project that are for public transit intended
primarily to serve thélistrict, such as transit stations, equipment, ra@fhivay, and similar costs.

Subd.2. Certification of expenditures. By April 1 of each year, the medical business entity must certify to the
commissioner the amount of expenditures made in the palendar year The certification must be made in the
form that the commissioner prescribes and include any documentation of and supporting information regarding the
expenditures that the commissioner requir@®y August 1 of each year, the commissionkalkdetermine the
amount of the expenditures for the prior calendar year.

Subd.3. General state infrastructure aid. (a) General state infrastructure aid may not be paid out under this
section until total expenditures exceed $200,000,000.

(b) The amount of the general state infrastructure aid for a fiscal year equals the sum of qualified expenditures,
multiplied by 2.75 percentThe maximum amount of general state aid payable in any year is limited to no more
than $30,000,000 If the aid entitlemenfor the year exceeds the maximum annual limit, the excess is an aid
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carryover to later yearsThe carryover aid must be paid in the first year in which the aid entitlement for the current
year is less than the maximum annual limit, but only to the e#tentarryover, when added to the current year aid,
is less than the maximum annual limit.

(c) If the commissioner determines that the city has made the required matching local contribution under
subdivision 4, the commissioner shall pay to the city thewarhof general state infrastructure aid for the year by

September .1

(d) The city must use general state infrastructure aid it receives under this subdivision for improvements and
other capital costs related to the public infrastructure project, ¢hiagr transit costs The city shall maintain
appropriate records to document the use of the funds under this requirement.

(e) The commissioner, in consultation with the commissioner of management and budget and representatives of
the city and the corporian, shall establish a total limit on the amount of state aid payable under this subdivision that
is_sufficient, in combination with the local contribution, to pay for $455,000,000 of general public infrastructure
projects, plus financing costs.

Subd.4. General aid; local matching contribution. In order to qualify for general state infrastructure aid, the
city must enter a written agreement with the commissioner that requires the city to make a qualifying local matching
contribution to pay for $128,00000 of the cost of public infrastructure projects, including associated financing
costs, using funds other than state aid received under this se@tivs agreement must provide for the manner,
timing, and amounts of the city contributions, including¢he's commitment for each yearhe commissioner and
city may agree to amend the agreement at any time in light of new information or other appropriatefhetoity
may enter arrangements with the county to pay for or otherwise meet the lod@hgnatintribution requirement.

Subd.5. State transit aid. (a) The city qualifies for state transit aid under this section if:

(1) the county has elected to impose the transit sales tax under section 469.45 for a calendar year; and

(2) the county cntributes the required local matching contribution under subdivision 6 or the city or county have
agreed to make an equivalent contribution out of other funds.

(b) The amount of the state transit aid for a fiscal year equals the sum of qualified expendgicertified by
the commissioner for the prior calendar year, multiplied by 0.75 percent, reduced by the amount of the local
contribution under subdivision. 6The maximum amount of state transit aid payable in any year is limited to no
more than$7,500,000 If the aid entitlement for the year exceeds the maximum annual limit, the excess is an aid
carryover to later yearsThe carryover aid must be paid in the first year in which the aid entitlement for the current
year is less than the maximumnaial limit, but only to the extent the carryover, when added to the current year aid,
is less than the maximum annual limit.

(c) The commissioner, in consultation with the commissioner of management and budget and representatives of
the city and the coration, shall establish a total limit on the amount of state aid payable under this subdivision that
is_sufficient, in combination with the local contribution, to pay for $116,000,000 of general public infrastructure
projects, plus financing costs.

Subd.6. Transit aid; local matching contribution. (a) The required local matching contribution for state
transit aid equals the amount that would be raised by a 0.15 percent sales tax imposed by the county in the prior
calendar year. The county may inse the sales tax or the wheelage tax under section 469.45 to meet this obligation.




3322 JOURNAL OF THEHOUSE [38TH DAY

(b) If the county elects not to impose any of the taxes authorized under section 469.45, the county or city or both
may agree to make the local contribution out of othailable funds, other than state aid payable under this section
The commissioner of revenue shall estimate the required amount and certify it to the commissioner, city, and county.

Subd.7. Termination. No aid may be paid under this section after figear 2041.

Subd.8. Appropriation. An amount sufficient to pay the state general infrastructure and state transit aid
authorized under this section is appropriated to the commissioner from the general fund.

Sec.9. Laws 1998, chapter 389, articlesgction 43, subdivision 1, is amended to read:

Subdivision 1 Sales and use taxes authorized(a) Notwithstanding Minnesota Statutes, section 477A.016, or
any other contrary provision of law, ordinance, or city charter, upon termination of the téxaszad under Laws
1992, chapter 511, article 8, section 33, subdivision 1, and if approved by the voters of the city at a general or
special election held within one year of the date of final enactment of this act, the city of Rochester may, by
ordinance impose an additional sales and use tax of up tehaifeof one percent The provisions of Minnesota
Statutes, sectioB97A-48,297A.99 govern the imposition, administration, collection, and enforcement of the tax
authorized under thisubdivisionparagaph

(b) Notwithstanding Minnesota Statutes, sections 297A.99 and 477A.016, or any other contrary provision of law,
ordinance, or charter, the city of Rochester may, by ordinance, impose an additional sales and use tax of up to one
half of one percentThe provisions of Minnesota Statutes, section 297A.99, subdivisions 1 and 4 to 13, govern the
imposition, administration, collection, and enforcement of the tax authorized under this paragraph.

Sec.10. Laws 1998, chapter 389, article 8, section 43, sikidn 3, as amended by Laws 2005, First Special
Session chapter 3, article 5, section 28, and Laws 2011, First Special Session chapter 7, article 4, section 5, is
amended to read:

Subd.3. Use of revenues (a) Revenues received from the taseshorized by subdivisions,_paragraph (a),
and 2 must be used by the city to pay for the cost of collecting and administering the taxes and to pay for the
following projects:

(1) transportation infrastructure improvements including regional highwagigmatt improvements;
(2) improvements to the civic center complex;
(3) a municipal water, sewer, and storm sewer project necessary to improve regional ground water quality; and

(4) construction of a regional recreation and sports center and other édyluation facilities available for both
community and student use.

(b) The total amount of capital expenditures or bonds for projects listed in paragraph (a) that may be paid from
the revenues raised from the taxes authorized in this section maxaesd $111,500,000The total amount of
capital expenditures or bonds for the project in clause (4) that may be paid from the revenues raised from the taxes
authorized in this section may not exceed $28,000,000.

(c) In addition to the projects authorizén paragraph (a) and not subject to the amount stated in paragraph (b),
the city of Rochester may, if approved by the voters at an election under subdivision 5, paragraph (c), use the revenues
received from the taxes and bonds authorized in this seotay the costs of or bonds for the following purposes:
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(1) $17,000,000 for capital expenditures and bonds for the following Olmsted County transportation
infrastructure improvements:

(i) County State Aid Highway 34 reconstruction;

(i) Trunk Highway 63and County State Aid Highway 16 interchange;

(iii) phase 11 of the Trunk Highway 52 and County State Aid Highway 22 interchange;
(iv) widening of County State Aid Highway 22 West Circle Drive; and

(v) 60th Avenue Northwest corridor preservation;

(2) $30,000,000 for city transportation projects including:

(i) Trunk Highway 52 and 65th Street interchange;

(i) NW transportation corridor acquisition;

(iii) Phase | of the Trunk Highway 52 and County State Aid Highway 22 interchange;
(iv) Trunk Highway 14 and Trunk Highway 63 intersection;

(v) Southeast transportation corridor acquisition;

(vi) Rochester International Airport expansion; and

(vii) a transit operations center bus facility;

(3) $14,000,000 for the University of Minnesota Rocheataddemic and complementary facilities;

(4) $6,500,000 for the Rochester Community and Technical College/Winona State University career technical
education and science and math facilities;

(5) $6,000,000 for the Rochester Community and Technical Colegjenal recreation facilities at University
Center Rochester;

(6) $20,000,000 for the Destination Medical Community Initiative;

(7) $8,000,000 for the regional public safety and 911 dispatch center facilities;
(8) $20,000,000 for a regional recreati@m®r center;

(9) $10,000,000 for an economic development fund; and

(10) $8,000,000 for downtown infrastructure.

(d) No revenues from the taxes raised from the taxes authorized in subdivisions 1 and 2 may be used to fund
transportation improvements redd to a railroad bypass that would divert traffic from the city of Rochester.
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(e) Notwithstanding Minnesota Statutes, section 297A.99, subdivisions 2 and 3, if the city decides to extend the
taxes in subdivisions 1, paragraph (a), and 2, as allowed under subdivision 5, paragraph (c), the cite @y
amount in excess of the amount necessary to meet obligations under paragraphs (a) to (¢) from those taxes to fund
obligations, including associated financing costs, related to public infrastructure projects in the development plan
adopted undeWinnesota Statutes, section 469.42.

() Revenues from the tax under subdivision 1, paragraph (b), must be used to fund obligations, including
associated financing costs, related to the public infrastructure projects contained in the developradopdrby
the city under Minnesota Statutes, section 469.42.

Sec.11. Laws 1998, chapter 389, article 8, section 43, subdivision 5, as amended by Laws 2005, First Special
Session chapter 3, article 5, section 30, and Laws 2011, First Special Sesgpimn ¢harticle 4, section 7, is
amended to read:

Subd.5. Termination of taxes (a) The taxes imposed under subdivisions 1 and 2 expire at the later of (1)
December 31, 2009, or (2) when the city council determines that sufficient funds have beeu rfeoei the taxes
to finance the first $71,500,000 of capital expenditures and bonds for the projects authorized in subdivision 3,
including the amount to prepay or retire at maturity the principal, interest, and premium due on any bonds issued for
the pojects under subdivision 4, unless the taxes are extended as allowed in paragrajty (foinds remaining
after completion of the project and retirement or redemption of the bonds shall also be used to fund the projects
under subdivision .3 The taxes imosed under subdivisions 1 and 2 may expire at an earlier time if the city so
determines by ordinance.

(b) Notwithstanding Minnesota Statutes, sections 297A.99 and 477A.016, or any other contrary provision of law,
ordinance, or city charter, the city ob&hester may, by ordinance, extend the taxes authorized in subdivisions 1 and
2 beyond December 31, 2009, if approved by the voters of the city at a special election in 2005 or the general
election in 2006 The question put to the voters must indicate #na affirmative vote would allow up to an
additional $40,000,000 of sales tax revenues be raised and up to $40,000,000 of bonds to be issued above the
amount authorized in the June 23, 1998, referendum for the projects specified in subdividibth@ taxes
authorized in subdivisions 1 and 2 are extended under this paragraph, the taxes expire when the city council
determines that sufficient funds have been received from the taxes to finance the projects and to prepay or retire at
maturity the principaljnterest, and premium due on any bonds issued for the projects under subdivighoy 4
funds remaining after completion of the project and retirement or redemption of the bonds may be placed in the
general fund of the city.

(c) Notwithstanding MinnesatStatutes, sections 297A.99 and 477A.016, or any other contrary provision of law,
ordinance, or city charter, the city of Rochester may, by ordinance, extend the taxes authorized in subdivisions 1
paragraph (a)and 2up to December 31, 2041, providedttall additional revenues above those necessary to fund
the projects and associated financing costs listed in subdivision 3, paragraphs (a) to (e), are committed to fund public
infrastructure projects contained in the development plan adopted under dnrfésitutes, section 469.42,
including all associated financing costs; otherwise the taxes terminate helyend-the—datdhe city council
determines that sufficient funds have been received from the taxes to f$#kH:600,000-othe expenditures and
bonds for the projects authorized in subdivisiomp&agraph-(aparagraphs (a) to (eplus an amount equal to the
costs of issuance of the bonds and including the amount to prepay or retire at maturity the principal, interest, and

premiums due on any bds issued for the projects under subdivisigppdragraph-(a)—if-approved-by-the-veoters of
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orized_i ivisi d nder this
ine g ive om-the taxes to

(d) The tax imposed under subdivision 1, paragraph (b), expires at the earlier of 2041, or when the city council
determines that sufficient funds have beaised from the tax plus all other city funding sources authorized in this
article to meet the city obligation for financing the public infrastructure projects contained in the development plan
adopted under Minnesota Statutes, section 469.42, includiagsaiciated financing costs.

Sec.12. ROCHESTER AREA DEVELOPMENT AND TRANSPORTATION IMPACTS STUDY.

(a) From funds appropriated by law for the purposes of this section, the commissioner of transportation shall in
consultation with the Rochest®imsted Council of Governments enter into an agreement with a consultant to
perform a study of economic development and transportation impacts in the Rochester metropolitan area, including
the feasibility of highspeed rail between Rochester and the seeemty netropolitan area To be eligible, a
consultant must have experience and expertise in a majority of the followagunomics, economic development,
demography, urban planning, engineering, and transportation.

(b) At a minimum, the study under this sentimust:

(1) utilize at least a 2Qear planning horizon;

(2) perform a comprehensive planning assessment of key transportation infrastructure throughout the Rochester
metropolitan area based on (i) lerange transportation plans developed by the Roeh€&dinsted Council of
Governments, and (ii) expected and potential economic development patterns;

(3) analyze major roadways across all jurisdictions including, but not limited to, trunk highways; county
highways; and arterial city streets; and intercatines with other modes in conjunction with ongoing rail and

airports studies;

(4) analyze the feasibility of a hiegpeed rail connection between Rochester and the Mall of America via
Minnesota State Highway 77 with connections to the MinneaaliBaul International Airport and the Union

Depot inSt. Paul;

(5) to the extent feasible, take into account available data, forecasts, available transportation demand modeling
information, and transportation impacts of major economic initiatives and ptepnskiding, but not limited to,
expansion of the Mayo Clinic; and

(6) provide scenarios and identify revenue shortfalls to address bothtestmorand lonegerm deficiencies in
safety, mobility, congestion, and transportation infrastructure condition.
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(c) By January 15, 2014, the commissioner shall provide an electronic copy of the study to the chairs and
ranking minority members of the legislative committees with jurisdiction over transportation policy and finance, as
provided in Minnesota Statutesctien 174.02, subdivision 8.

Sec.13. EFFECTIVE DATE.

Except as otherwise provided, this article is effective the day after the governing body of the city of Rochester
and its chief clerical officer timely comply with Minnesota Statutes, section 6450Bdivisions 2 and 3.

ARTICLE 11
MINING TAXES

Section 1 [116C.992] SILICA SAND MINING ACCOUNT.

A silica sand mining account is created in the special revenue fahey in the account is available for
development of model standards, technical st&sce to counties and other governments, other assistance to
counties, and other purposes as appropriated by law.

Sec.2. Minnesota Statutes 2012, section 126C.48, subdivision 8, is amended to read:

Subd.8. Taconite payment and other reductions (1) Reductions in levies pursuant to subdivision 1 must be
made prior to the reductions in clause (2).

(2) Notwithstanding any other law to the contrary, districts that have revenue pursuant to sections 298.018;
298.225; 298.24 to 298.28, except an amount distributed under sections 298.26; 298.28, subdivision 4, paragraphs
(c), clause (ii), and (d); 298.34 298.39; 298.391 to 298.396; 298.405; 477A.15; and any law imposing a tax upon
severed mineral values must reduce the levies authorized by this chapter and chapters 120B, 122A, 123A, 123B,
124A, 124D, 125A, and 127A by 95 percenttioé sum ofthe previas year's revenue specified under this clause
and the amount attributable to the same production year distributed to the cities and townships within the school
district under section 298.28, subdivision 2, paragraph (c)

(3) The amount of any voter appexreferendum, facilities down payment, and debt levies shall not be reduced
by more than 50 percent under this subdivisibmadministering this paragraph, the commissioner shall first reduce
the nonvoter approved levies of a district; then, if any pts) severed mineral value tax revenue or recognized
revenue under paragraph (2) remains, the commissioner shall reduce any voter approved referendum levies
authorized under section 126C.17; then, if any payments, severed mineral value tax revenuiaedessvenue
under paragraph (2) remains, the commissioner shall reduce any voter approved facilities down payment levies
authorized under section 123B.63 and then, if any payments, severed mineral value tax revenue or recognized
revenue under paragrafi®) remains, the commissioner shall reduce any voter approved debt levies.

(4) Before computing the reduction pursuant to this subdivision of the health and safety levy authorized by
sections 123B.57 and 126C.40, subdivision 5, the commissioner shalhasfrem each affected school district the
amount it proposes to levy under each section or subdivisSibe reduction shall be computed on the basis of the
amount so ascertained.

(5) To the extent the levy reduction calculated under paragrapx¢2eds the limitation in paragraph (3), an
amount equal to the excess must be distributed from the school district's distribution under sections 298.225, 298.28,
and 477A.15 in the following year to the cities and townships within the school distriet praportion that their
taxable net tax capacity within the school district bears to the taxable net tax capacity of the school district for
property taxes payable in the year prior to distributibio city or township shall receive a distribution gredbtan
its levy for taxes payable in the year prior to distributiohe commissioner of revenue shall certify the
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distributions of cities and towns under this paragraph to the county auditor by September 30 of the year preceding
distribution The countyauditor shall reduce the proposed and final levies of cities and towns receiving distributions
by the amount of their distributiorDistributions to the cities and towns shall be made at the times provided under
section 298.27.

EFFECTIVE DATE . This setion is effective for levies certified in 2013 and later.

Sec.3. [297J.01] DEFINITIONS.

Subdivision 1 Scope Unless otherwise defined in this chapter, or unless the context clearly indicates
otherwise, the terms used in this chapter have the meamigg them in this sectionThe definitions in this section
are for tax administration purposes and apply to this chapter.

Subd.2. Commissioner "Commissioner' means the commissioner of revenue or a person to whom the
commissioner has delegated fuoos.

Subd.3. Mining. "Mining" means excavating and mining of silica sand by any process, including digging,
excavating, drilling, blasting, tunneling, dredqging, stripping, or by shaft.

Subd.4. Person "Person" means an individual, fiduciary, estatust, partnership, or corporation.

Subd.5. Processing "Processing" means washing, cleaning, screening, crushing, filtering, sorting, stockpiling,
and storing silica sand at the mining site or at any other site.

Subd.6. Qualified processor "Qualified processor” means any person who operates a mining and processing
facility at the same location and uses means to reasonably prevent silica sand particles from becoming airborne
These methods include, but are not limited to, prohibiting outdocag piles, the use of a slurry pipeline to carry
aggregate material into the washing facility, completely enclosing the washing facility, and any other means
necessary or reasonable to significantly prevent silica sand patrticles from becoming airborne.

Subd.7. Silica sand "Silica sand" means wetbunded, sandized grains of quartz (silica dioxide) with very
few impurities in terms of other mineral§pecifically, silica sand for the purpose of this section is commercially
valuable for use in théydraulic fracturing of shale to obtain oil and natural. g&tlica sand does not include
common rock, stone, aggregate, gravel, sand with a low quartz level, or silica compounds recoverguredugthy
of metallic mining.

Subd.8. Temporary storage "Temporary storage" means the storage of stockpiles of silica sand that have
been transported and are awaiting further transport or processing.

Subd.9. Ton. "Ton" means 2,000 pounds.

Subd.10. Transporting. "Transporting" means hauling silica sabg,any carrier:

(1) from the mining site to a processing or transfer site; or

(2) from a processing or storage site to a rail, barge, or transfer site for shipment.

Subd.11. Year. "Year" means a calendar year.

EFFECTIVE DATE . This section is effdose the day following final enactment.
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Sec.4. [297J.02] TAX IMPOSED.

Subdivision 1 Mining and storage tax; rate. A tax is hereby imposed on any person wtfth) mines silica
sand from within the state; or (2) transports silica sand into and stersard in the statel he rate of tax imposed
is 55 cents per cubic yard of silica sand mined or stofEge volume includes any material removed from the
extraction site prior to washingFor any person mining silica sand in a county that imposesdbegate tax
authorized under section 298.75, subdivisions 2 and 3, a credit equal to the amount of aggregate tax paid to the
county is applied against the tax due under this section.

Subd.2. Processing tax; rate (a) A tax is hereby imposed on any g@n engaged in washing or processing
silica sand within the stateThe rate of tax imposed is three percent of the market value of the silica sand processed
Market value is determined based on the sale price of the processed silica sand.

(b) Notwithstanding paragraph (a), the rate of tax imposed on a qualified processor is one percent of the market
value of the silica sand processed in the state.

Subd.3. Exemption. A person is exempt from the mining tax in subdivision 1 if the personpatssless than
ten percent of the finished product on public roads.

Subd.4. Report and remittance. Taxes imposed by this section are due and payable to the commissioner
when the fracturing sand return is required to be filBdrsons mining or procgiag fracturing sand must file their
monthly fracturing sand reports showing the amount of fracturing sand extracted or processed during the month
reported on a form prescribed by the commissiofaports of extraction and processing fracturing sandaes
imposed under this section must be filed with the commissioner on or before the 20th day of the month following
the close of the previous calendar month.

Subd.5. Proceeds of taxes Revenue received from taxes under this chapter, as well eedad#id penalties,
interest, fees, and miscellaneous sources of revenue, must be deposited by the commissioner in the state treasury and
credited as follows:

(1) $2,000,000 in fiscal year 2014, $2,690,000 in fiscal year 2015, and $2,000,000 in eagkedistia¢reafter
must be credited to the silica sand mining account in the special revenue fund under section 116C.992; and

(2) the balance of revenues derived from taxes, penalties, interest, fees, and miscellaneous sources of income are
credited to theeneral fund.

Subd.6. Personal debt The tax imposed by this section, and interest and penalties imposed with respect to it,
are a personal debt of the person required to file a return from the time the liability for it arises, irrespective of when
thetime for payment of the liability occursThe debt must, in the case of the executor or administrator of the estate
of a decedent and in the case of a fiduciary, be that of the person in the person's official or fiduciary capacity only
unless the persdms voluntarily distributed the assets held in that capacity without reserving sufficient assets to pay
the tax, interest, and penalties, in which event the person is personally liable for any deficiency.

Subd.7. Refunds; appropriation. A person who h& _under this chapter, paid to the commissioner an amount
of tax for a period in excess of the amount legally due for that period, may file with the commissioner a claim for a
refund of the excessThe amount necessary to pay the refunds under this s$sibdivis appropriated from the
general fund to the commissioner.

EFFECTIVE DATE . This section is effective the day following final enactment
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Sec.5. [297J.03] REGISTRATION; REPORTING; FILING REQUIREMENTS.

Subdivision 1 Registration. A person who exacts or processes silica sand within the state must register with
the commissioner, on a form prescribed by the commissioner, for a silica sand identification . nuhhieer
commissioner shall issue the applicant a registration numbeegistrationnumber is not assignable and is valid
only for the person in whose name it is issued.

Subd.2. Reporting. (a) A person who extracts or processes silica sand in this state must file a report showing
the amount of silica sand extracted or processed moothlor before the 20th day of the month following the
month in which the silica sand was extracted or procestRd commissioner may inspect the premises, books, and
records, of a person subject to the silica sand tax during the normal business hiwarp&fson extracting or
processing silica sandA person violating this section is guilty of a misdemeanor.

(b) A person shall keep at each place of business complete and accurate records for that place of business,
including records of silica sand extted or processed in the stafcale records, sales records, or any other records
of tons of silica sand extracted or processed in this state, produced or maintained by the person extracting or
processing silica sand, must be retained by the persoactmty or processing silica sand in this staiooks,
records, invoices, and other papers and documents required by this section must be kept for a period el /& least 3
years after the date of the monthly silica sand report unless the commis$iomemme authorizes, in writing, their
destruction or disposal at an earlier date.

Subd.3. Extensions If, in the commissioner's judgment, good cause exists, the commissioner may extend the
time for filing reports under this section and silica sartdrrs under section 297J.02 and for paying taxes under
section 297J.02 for not more than six months.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.6. [297J.04] LIMITATIONS ON TIME FOR ASSESSMENT OF TAX.

Subdivisionl. Assessment Except as otherwise provided in this chapter, the amount of taxes assessable must
be assessed within32 years after the date the return is filed, whether or not the return is filed on or after the date
prescribed A return must not baeated as filed until it is in processible farr return is in processible form if it is
filed on a permitted form and contains sufficient data to identify the taxpayer and permit the mathematical
verification of the tax liability shown on the returiror purposes of this section, a return filed before the last day
prescribed by law for filing is considered to be filed on the last day.

Subd.2. False or fraudulent return. Notwithstanding subdivision 1, the tax may be assessed at any time if a
false o fraudulent return is filed or if a taxpayer fails to file a return.

Subd.3. Omission in excess of 25 percentAdditional taxes may be assessed withib/B years after the due
date of the return or the date the return was filed, whichever is latbg faxpayer omits from a return taxes in
excess of 25 percent of the taxes reported in the return.

Subd.4. Time limit on refunds. Unless otherwise provided in this chapter, a claim for a refund of an
overpayment of tax must be filed withinl32 yeas from the date prescribed for filing the silica sand tax return
Interest on refunds must be computed at the rate specified in section 270C.405 from the date of payment to the date
the refund is paid or credited=or purposes of this subdivision, tHate of payment is the later of the date the tax
was finally due or was paid.

Subd.5. Bankruptcy; suspension of time The time during which a tax must be assessed or collection
proceedings begun is suspended during the period from the date of affiliquetition in bankruptcy until 30 days
after either: (1) notice to the commissioner that the bankruptcy proceedings have been closed or dismissed; or (2)
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the automatic stay has been ended or has expired, whichever occursTlimestsuspension of theasute of
limitations under this subdivision applies to the person the petition in bankruptcy is filed against, and all other
persons who may also be wholly or partially liable for the tax.

Subd.6. Extension agreement If, before the expiration of timerescribed in subdivisions 1 and 4 for the
assessment of tax or the filing of a claim for refund, both the commissioner and the taxpayer have consented in
writing to the assessment or filing of a claim for refund after that time, the tax may be assetbsedlaim for
refund filed at any time before the expiration of the agreed upon pefibe period may be extended by later
agreements in writing before the expiration of the period previously agreed upon.

EFFECTIVE DATE . This section is effective thday following final enactment

Sec.7. [297J.05] CIVIL PENALTIES.

Subdivision 1 Penalty for failure to pay tax. If a tax is not paid within the time specified for payment, a
penalty is added to the amount required to be shown asTh& penalty idive percent of the unpaid tax if the
failure is for not more than 30 days, with an additional penalty of five percent of the amount of tax remaining unpaid
during each additional 30 days or fraction of 30 days during which the failure continues, ndirexd&epercent in
the aggregateFor purposes of this subdivision, if the taxpayer has not filed a return, the time specified for payment
is the final date a return should have been filed.

Subd.2. Penalty for failure to make and file return. If a taxpayer fails to make and file a return within the
time prescribed or an extension, a penalty is added to theTtax penalty is five percent of the amount of tax not
paid on or before the date prescribed for payment of the tax.

Subd.3. Penalty for intentional disregard of law or rules If part of an additional assessment is due to
negligence or intentional disregard of the provisions of this chapter or rules of the commissioner of revenue (but
without intent to defraud), there is added to the taaranunt equal to ten percent of the additional assessment.

Subd.4. Penalty for false or fraudulent return; evasion |If a person files a false or fraudulent return, or
attempts in any manner to evade or defeat a tax or payment of tax, there is imptsegerson a penalty equal to
50 percent of the tax found due for the period to which the return related, less amounts paid by the person on the
basis of the false or fraudulent return.

Subd.5. Penalty for repeated failures to file returns or paytaxes If there is a pattern by a person of
repeated failures to timely file returns or timely pay taxes, and written notice is given that a penalty will be imposed
if such failures continue, a penalty of 25 percent of the amount of tax not timely paideaslt of each such
subsequent failure is added to the take penalty can be abated under the abatement authority in section 270C.34.

Subd.6. Payment of penalties The penalties imposed by this section must be collected and paid in the same
manne as taxes These penalties are in addition to criminal penalties imposed by this chapter.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.8. [297J.07] INTEREST.

Subdivision 1 Rate. If an interest assessment isiuged under this section, interest is computed at the rate
specified in section 270C.40.

Subd.2. Late payment If a tax is not paid within the time specified by law for payment, the unpaid tax bears
interest from the date the tax should have beenysditithe date the tax is paid.
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Subd.3. Extensions If an extension of time for payment has been granted, interest must be paid from the date
the payment should have been made if no extension had been granted, until the date the tax is paid.

Subd.4. Additional assessments If a taxpayer is liable for additional taxes because of a redetermination by the
commissioner, or for any other reason, the additional taxes bear interest from the time the tax should have been paid,
without regard to any extensi@llowed, until the date the tax is paid.

Subd.5. Erroneous refunds In the case of an erroneous refund, interest accrues from the date the refund was
paid unless the erroneous refund results from a mistake of the department, then no interestyds pepalsed
unless the deficiency assessment is not satisfied within 60 days of the order.

Subd.6. Interest on judgments Notwithstanding section 549.09, if judgment is entered in favor of the
commissioner with regard to any tax, the judgment bedesdst at the rate specified in section 270C.40 from the
date the judgment is entered until the date of payment.

Subd.7. Interest on penalties A penalty imposed under section 297J.05, subdivision 1, 2, 3, 4, or 5, bears
interest from the date theturn or payment was required to be filed or paid, including any extensions, to the date of
payment of the penalty.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.9. Minnesota Statutes 2012, section 298.01, subdivi8i is amended to read:

Subd.3. Occupation tax; other ores Every person engaged in the business of mining, refining, or producing
ores, metals, or minerals in this state, except iron ore or taconite concentrates, shall pay an occupation tax to the
state of Minnesota as provided in this subdivisigior purposes of this subdivision, mining includes the application
of hydrometallurgical processed he tax is determined in the same manner as the tax imposed by section 290.02,
except that sections 29®, subdivision 1, clause (a), 290.17, subdivision 4, and 290.191, subdivision 2, do not
apply, and the occupation tax must be computed by applying to taxable income tf€2rdfepercentqual to one
half of the rate that applies under section 290s06division 1, for the taxable yeaf person subject to occupation
tax under this section shall apportion its net income on the basis of the percentage obtained by taking the sum of:

(1) 75 percent of the percentage which the sales made within tlEsrstainnection with the trade or business
during the tax period are of the total sales wherever made in connection with the trade or business during the tax
period;

(2) 12.5 percent of the percentage which the total tangible property used by the tdwptyserstate in
connection with the trade or business during the tax period is of the total tangible property, wherever located, used
by the taxpayer in connection with the trade or business during the tax period; and

(3) 12.5 percent of the percentagkich the taxpayer's total payrolls paid or incurred in this state or paid in
respect to labor performed in this state in connection with the trade or business during the tax period are of the
taxpayer's total payrolls paid or incurred in connection withttade or business during the tax period.

The tax is in addition to all other taxes.

EFFECTIVE DATE . This section is effective the day following final enactment.
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Sec.10. Minnesota Statutes 2012, section 298.01, subdivision 4, is amended to read:

Suwbd.4. Occupation tax; iron ore; taconite concentrates A person engaged in the business of mining or
producing of iron ore, taconite concentrates or direct reduced ore in this state shall pay an occupation tax to the state
of Minnesota The tax is detemined in the same manner as the tax imposed by section 290.02, except that sections
290.05, subdivision 1, clause (a), 290.17, subdivision 4, and 290.191, subdivision 2, do not apply, and the
occupation tax shall be computed by applying to taxable indcheneateof 2-45-perceneéqual to onéhalf of the rate
that applies under section 290.06, subdivision 1, for the taxable feperson subject to occupation tax under this
section shall apportion its net income on the basis of the percentage obtaiakithdpyhe sum of:

(1) 75 percent of the percentage which the sales made within this state in connection with the trade or business
during the tax period are of the total sales wherever made in connection with the trade or business during the tax
period;

(2) 12.5 percent of the percentage which the total tangible property used by the taxpayer in this state in
connection with the trade or business during the tax period is of the total tangible property, wherever located, used
by the taxpayer in connectiavith the trade or business during the tax period; and

(3) 12.5 percent of the percentage which the taxpayer's total payrolls paid or incurred in this state or paid in
respect to labor performed in this state in connection with the trade or businesstheriag period are of the
taxpayer's total payrolls paid or incurred in connection with the trade or business during the tax period.

The tax is in addition to all other taxes.

EFFECTIVE DATE . This section is effective for taxable years beginning &fssember 31, 2012.

Sec.11l. Minnesota Statutes 2012, section 298.227, as amended by Laws 2013, chapter 3, section 17, is
amended to read:

298.227 TACONITE ECONOMIC DEVELOPMENT FUND . (a) An amount equal to that distributed
pursuant to each taconite prmer's taxable production and qualifying sales under section 298.28, subdivision 9a,
shall be held by the Iron Range Resources and Rehabilitation Board in a separate taconite economic development
fund for each taconite and direct reduced ore produdeney from the fund for each producer shall be released by
the commissioner after review by a joint committee consisting of an equal number of representatives of the salaried
employees and the nonsalaried production and maintenance employees of that prboeidistrict 11 director of
the United States Steelworkers of America, on advice of each local employee president, shall select the employee
members In nonorganized operations, the employee committee shall be elected by the nonsalaried production and
maintenance employeesThe review must be completed no later than six months after the producer presents a
proposal for expenditure of the funds to the commitfEee funds held pursuant to this section may be released only
for workforce development andssociated public facility improvement, or for acquisition of plant and stationary
mining equipment and facilities for the producer or for research and development in Minnesota on new mining, or
taconite, iron, or steel production technology, but only éf pihoducer provides a matching expendiegeal to the
amount of the distributioto be used for the same purpadeat-least-50-percent-of the-distribution-based-on 14.7
cents-pertomeginning with distributions i20822014 Effective for proposals foexpenditures of money from the
fund beginning May 26, 2007, the commissioner may not release the funds before the next scheduled meeting of the
board If a proposed expenditure is not approved by the board, the funds must be deposited in the Taconite
Environmental Protection Fund under sections 298.222 to 298.225 producer uses money which has been
released from the fund prior to May 26, 2007 to procure haulage trucks, mobile equipment, or mining shovels, and
the producer removes the piece of equapt from the taconite tax relief area defined in section 273.134 within ten
years from the date of receipt of the money from the fund, a portion of the money granted from the fund must be
repaid to the taconite economic development fuhlde portion of he money to be repaid is 100 percent of the grant
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if the equipment is removed from the taconite tax relief area within 12 months after receipt of the money from the
fund, declining by ten percent for each of the subsequent nine years during which tineeatjugmains within the
taconite tax relief arealf a taconite production facility is sold after operations at the facility had ceased, any money
remaining in the fund for the former producer may be released to the purchaser of the facility on ththtsminse
applicable to the former producer under this sectifra producer fails to provide matching funds for a proposed
expenditure within six months after the commissioner approves release of the funds, the funds are available for
release to anothgroducer in proportion to the distribution provided and under the conditions of this se&tign

portion of the fund which is not released by the commissioner within one year of its deposit in the fund shall be
divided between the taconite environmemaitection fund created in section 298.223 andibaglas J. Johnson
economic protection trust fund created in section 298.292 for placement in their respective special atoaunts
thirds of the unreleased funds shall be distributed to the taconitemmental protection fund and ottigird to the
Douglas J. Johnsatonomic protection trust fund.

(b)(i) Notwithstanding the requirements of paragraph (a), setting the amount of distributions and the review
process, an amount equal to ten cents pebtexan of production in 2007, for distribution in 2008 only, that would
otherwise be distributed under paragraph (a), may be used for a loan or grant for the cost of providing fer a value
added wood product facility located in the taconite tax relief arghin a county that contains a city of the first
class This amount must be deducted from the distribution under paragraph (a) for which a matching expenditure by
the producer is not required’he granting of the loan or grant is subject to approvahbyboard If the money is
provided as a loan, interest must be payable on the loan at the rate prescribed in section 298.2213, subfivision 3
Repayments of the loan and interest, if any, must be deposited in the taconite environment protelctiodeun
sections 298.222 to 298.22% a loan or grant is not made under this paragraph by July 1, 2012, the amount that
had been made available for the loan under this paragraph must be transferred to the taconite environment protection
fund under seabins 298.222 to 298.225iii) Money distributed in 2008 to the fund established under this section
that exceeds ten cents per ton is available to qualifying producers under paragraph (a) on a pro rata basis.

(c) Repayment or transfer of money to the mmenvironmental protection fund under paragraph (b), item (ii),
must be allocated by the Iron Range Resources and Rehabilitation Board for public works projects in house
legislative districts in the same proportion as taxable tonnage of productio®4nr2@ach house legislative district,
for distribution in 2008, bears to total taxable tonnage of production in 2007, for distribution in 2008
Notwithstanding any other law to the contrary, expenditures under this paragraph do not require appr@val by th
governor For purposes of this paragraph, "house legislative districts" means the legislative districts in existence on
May 15, 2009.

EFFECTIVE DATE . This section is effective beginning for the 2014 distribution.

Sec.12. Minnesota Statutes 2012ection 298.24, subdivision 1, is amended to read:

Subdivision 1 Imposed; calculation (a) For concentrate produced 2004,2002—and-2003013 there is
imposed upon taconite and iron sulphides, and upon the mining and quarrying thereof, and ppodutiteon of
iron ore concentrate therefrom, and upon the concentrate so produced, a$&t0X$2.56 per gross ton of

merchantable iron ore concentrate produced therefﬁéameeneen#ates—predueed—m@@@é—th&tax—%ls—the same
Ve $ax

is also |mposed upon other mlnearlng matenal

(b) For concentrates produced2806 2014 and subsequent years, the tax rate shall be equal to the preceding
year's tax rate plus an amount equal to the preceding year's tax rate multiplied by the percentage increase in the
implicit price deflator from the fourth quarter of the second precedéag to the fourth quarter of the preceding
year. "Implicit price deflator" means the implicit price deflator for the gross domestic product prepared by the
Bureau of Economic Analysis of the United States Department of Commerce.
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(c) An additional tax ismposed equal to three cents per gross ton of merchantable iron ore concentrate for each
one percent that the iron content of the product exceeds 72 percent, when dried at 212 degrees Fahrenheit.

(d) The tax on taconite and iron sulphides shall be impoedatie average of the production for the current year
and the previous two yearsThe rate of the tax imposed will be the current year's tax raes clause shall not
apply in the case of the closing of a taconite facility if the property taxes ¢aciity would be higher if this clause and
section 298.25 were not applicable. The tax on othebaning material shall be imposed on the current year production.

(e) If the tax or any part of the tax imposed by this subdivision is held to be tihgtnsl, a tax 0f$2.103
$2.56per gross ton of merchantable iron ore concentrate produced shall be imposed.

() Consistent with the intent of this subdivision to impose a tax based upon the weight of merchantable iron ore
concentrate, the commissiorarrevenue may indirectly determine the weight of merchantable iron ore concentrate
included in fluxed pellets by subtracting the weight of the limestone, dolomite, or olivine derivatives or other basic
flux additives included in the pellets from the waigf the pellets For purposes of this paragraph, "fluxed pellets"
are pellets produced in a process in which limestone, dolomite, olivine, or other basic flux additives are combined
with merchantable iron ore concentratdo subtraction from the weiglof the pellets shall be allowed for binders,
mineral and chemical additives other than basic flux additives, or moisture.

(9)(1) Notwithstanding any other provision of this subdivision, for the first two years of a plant's commercial
production of directeduced ore from ore mined in this state, no tax is imposed under this seksiarsed in this
paragraph, "commercial production™ is production of more than 50,000 tons of direct reduced ore in the current year
or in any prior year, "noncommercial pradion” is production of 50,000 tons or less of direct reduced ore in any
year, and "direct reduced ore" is ore that results in a product that has an iron content of at least 75-perttent
third year of a plant's commercial production of direct reduare, the rate to be applied to direct reduced ore is 25
percent of the rate otherwise determined under this subdivifionthe fourth commercial production year, the rate
is 50 percent of the rate otherwise determined under this subdivision; fidftttreommercial production year, the
rate is 75 percent of the rate otherwise determined under this subdivision; and for all subsequent commercial
production years, the full rate is imposed.

(2) Subject to clause (1), production of direct reduced orhigstate is subject to the tax imposed by this
section, but if that production is not produced by a producer of taconite, iron sulfides, or otliarog material,
the production of taconite, iron sulfides, or other it@maring material, that is nsumed in the production of direct
reduced iron in this state is not subject to the tax imposed by this section on taconite, iron sulfides, or other iron
bearing material.

(3) Notwithstanding any other provision of this subdivision, no tax is imposedrect deduced ore under this
section during the facility's noncommercial production of direct reduced diee taconite or iron sulphides
consumed in the noncommercial production of direct reduced ore is subject to the tax imposed by this section on
tacorite and iron sulphides Threeyear average production of direct reduced ore does not include production of
direct reduced ore in any noncommercial ye@hreeyear average production for a direct reduced ore facility that
has noncommercial productiontie average of the commercial production of direct reduced ore for the current year
and the previous two commercial years.

(4) This paragraph applies only to plants for which all environmental permits have been obtained and
construction has begun beforgyl1, 2008.

EFFECTIVE DATE . This section is effective beginning for the 2013 production year.
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Sec.13. Minnesota Statutes 2012, section 298.28, subdivision 4, is amended to read:

Subd.4. School districts (a)23-2532.15cents per taxable ton, plus the increase provided in paragraph (d), less
the amount that would have been computed under Minnesota Statutes 2008, section 126C.21, subdivision 4, for the
current year for that district, must be allocated to qualifying sch@tficts to be distributed, based upon the
certification of the commissioner of revenue, under paragraphs (b), (c), and (f).

(b)(i) 3.43 cents per taxable ton must be distributed to the school districts in which the lands from which taconite
was minedor quarried were located or within which the concentrate was prodddesl distribution must be based
on the apportionment formula prescribed in subdivision 2.

(ii) Four cents per taxable ton from each taconite facility must be distributed to eachdaffelabol district for
deposit in a fund dedicated to building maintenance and repairs, as follows:

(1) proceeds from Keewatin Taconite or its successor are distributed to Independent School Wistrg1s,
Coleraine, and 319, Nashwal{leewatin, or tleir successor districts;

(2) proceeds from the Hibbing Taconite Company or its successor are distributed to Independent School Districts
Nos.695, Chisholm, and 701, Hibbing, or their successor districts;

(3) proceeds from the Mittal Steel Company anchiac or their successors are distributed to Independent
School DistrictsNos.712, Mountain IrorBuhl, 706, Virginia, 2711, Mesabi East, and 2154, Eve&thert, or
their successor districts;

(4) proceeds from the Northshore Mining Company or its ssmweare distributed to Independent School
DistrictsNos.2142,St. Louis County, and 381, Lake Superior, or their successor districts; and

(5) proceeds from United Taconite or its successor are distributed to Independent School Nisdri212,
St. Louis County, and 2154, Evele@ilbert, or their successor districts.

Revenues that are required to be distributed to more than one district shall be apportioned according to the
number of pupil units identified in section 126C.05, subdivision 1, enrivildte second previous year.

(c)(i) £5-#4224.72cents per taxable ton, less any amount distributed under paragraph (e), shall be distributed to a
group of school districts comprised of those school districts which qualify as a tax relief areaamtinier273.134,
paragraph (h)or in which there is a qualifying municipality as definedsegtion 273.134, paragraph ,(a) direct
proportion to school district indexes as followkr each school district, its pupil units determined under section
126C.05for the prior school year shall be multiplied by the ratio of the average adjusted net tax capacity per pupil
unit for school districts receiving aid under this clause as calculated pursuant to chapters 122A, 126C, and 127A for
the school year ending prito distribution to the adjusted net tax capacity per pupil unit of the disEaxdth district
shall receive that portion of the distribution which its index bears to the sum of the indices for all school districts that
receive the distributions.

(i) Notwithstanding clause (i), each school district that receives a distribution under sections 298.018; 298.23 to
298.28, exclusive of any amount received under this clause; 298.34 to 298.39; 298.391 to 298.396; 298.405; or any
law imposing a tax on severedmneral values after reduction for any portion distributed to cities and towns under
section 126C.48, subdivision 8, paragraph (5), that is less than the amount of its levy reduction under section
126C.48, subdivision 8, for the second year prior to the gethe distribution shall receive a distribution equal to
the difference; the amount necessary to make this payment shall be derived from proportionate reductions in the
initial distribution to other school districts under clause (fj there are insufcient tax proceeds to make the
distribution provided under this paragraph in any year, money must be transferred from the taconite property tax
relief account in subdivision 6, to the extent of the shortfall in the distribution.
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(d) (1) Any school distrit described in paragraph (c) where a levy increase pursuant to section 126C.17,
subdivision 9, was authorized by referendum for taxes payable in 2001, shall receive a distribution of 21.3 cents per
ton. Each district shall receive $175 times the pupitaiidentified in section 126C.05, subdivision 1, enrolled in
the second previous year or the 19884 school year, whichever is greater, less the product of 1.8 percent times

the district's taxable net tax capacitytie-second-previousye2011

(2) Districts qualifying under paragraph (c) must receive additional taconite aid each year equal to 22.5 percent
of the amount obtained by subtracting:

(i) 1.8 percent of the district's net tax capacity for 2011, from:

(ii) the district's weighted averagily membership for fiscal year 2012 multiplied by the sum of:

(A) $415, plus

(B) the district's referendum revenue allowance for fiscal year 2013.

If the total amount provided by paragraph (d) is insufficient to make the payments herein requirdd then
entittement of $175 per pupil unit shall be reduced uniformly so as not to exceed the funds avaiigtdenounts
received by a qualifying school district in any fiscal year pursuant to paragraph (d) shall not be applied to reduce
general educationiéiwhich the district receives pursuant to section 126C.13 or the permissible levies of the district
Any amount remaining after the payments provided in this paragraph shall be paid to the commissioner of Iron
Range resources and rehabilitation who sthefiosit the same in the taconite environmental protection fund and the
Douglas J. Johnsatonomic protection trust fund as provided in subdivision 11.

Each district receiving money according to this paragraph shall reserve the lesser of the ameedt uader
this paragraph or $25 times the number of puprl units served in the dlsmtmay use the money for early
chrldhood program D he—district's

(e) There shall be distributed to any school district the amount which the school district was entitled to receive
under section 298.32 in 1975.

(H) Four cents per taxable ton must distributed to qualifying school districts according to the distribution
specified in paragraph (b), clause (ii), atweb 11 cents per taxable ton must be distributed according to the
distribution specified in paragraph (c)These amounts are not set to sections 126C.21, subdivision 4, and
126C.48, subdivision 8.

EFFECTIVE DATE . This section is effective beginning for the 2014 distribution.

Sec.14. Minnesota Statutes 2012, section 298.28, subdivision 6, is amended to read:

Subd.6. Property tax relief. (a) In20022014and thereafter33-934.8cents per taxable ton, less any amount
required to be distributed under paragraphs (b) and (c), or section 298.2961, subdivision 5, must be allocated to
St. Louis County acting as the counties' fisagent, to be distributed as provided in sections 273.134 to 273.136.

(b) If an electric power plant owned by and providing the primary source of power for a taxpayer mining and
concentrating taconite is located in a county other than the county in wigchining and the concentrating
processes are conducteti875 cent per taxable ton of the tax imposed and collected from such taxpayer shall be
paid to the county.
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(c) If an electric power plant owned by and providing the primary source of power fepayéa mining and
concentrating taconite is located in a school district other than a school district in which the mining and
concentrating processes are conducted, .4541 cent per taxable ton of the tax imposed and collected from the taxpayer
shall be paido the school district.

EFFECTIVE DATE . This section is effective beginning for the 2014 distribution.

Sec.15. Minnesota Statutes 2012, section 298.28, subdivision 10, is amended to read:

Subd.10. Increase (a) Except as provided in paragraft), beginning with distributions in 2000, the amount
determined under subdivision 9 shall be increased in the same proportion as the increase in the implicit price
deflator as provided in section 298.24, subdivision Beginning with distributions ir2083 2015 the amount
determined under subdivision 6, paragraph (a), shall be increased in the same proportion as the increase in the
implicit price deflator as provided in section 298.24, subdivision 1.

(b) For distributions in 2005 and subsequent yeargnaount equal to the increased tax proceeds attributable to
the increase in the implicit price deflator as provided in section 298.24, subdivision 1, for taxes paid in 2005, except
for the amount of revenue increases provided in subdivision 4, paraghaps distributed to the grant and loan
fund established in section 298.2961, subdivision 4.

EFFECTIVE DATE . This section is effective beginning for the 2014 distribution.

Sec.16. Minnesota Statutes 2012, section 298.75, subdivision 2, is amendsito r

Subd.2. Tax imposed (a) Except as provided in paragraph (e), a county that imposes the aggregate production
tax shall impose upon every operator a production tax of 21.5 cents per cubic yard or 15 cents per ton of aggregate
material excavated ithe county except that the county board may decide not to impose this tax if it determines that
in the previous year operators removed less than 20,000 tons or 14,000 cubic yards of aggregate material from that
county A county board may authorize an dilatial tax on aggregate material excavated in the county of up to 43
cents per cubic yard or 30 cents per ton of aggregate material excavated in the €hartgx shall not be imposed
on aggregate material excavated in the county until the aggregasatiattransported from the extraction site or
sold, whichever occurs firstWhen aggregate material is stored in a stockpile within the state of Minnesota and a
public highway, road or street is not used for transporting the aggregate material,ghalltaot be imposed until
either when the aggregate material is sold, or when it is transported from the stockpile site, or when it is used from
the stockpile, whichever occurs first.

(b) Except as provided in paragraph (e), a county that imposesdtegate production tax under paragraph (a)
shall impose upon every importer a production tax of 21.5 cents per cubic yard or 15 cents per ton of aggregate
material imported into the countyA county board may authorize an additional tax on every impoftep to 43
cents per cubic yard or 30 cents per ton of aggregate material imported into the cthmtyax shall be imposed
when the aggregate material is imported from the extraction site ar ¥gleen imported aggregate material is
stored in a stocklg within the state of Minnesota and a public highway, road, or street is not used for transporting
the aggregate material, the tax shall be imposed either when the aggregate material is sold, when it is transported
from the stockpile site, or when itised from the stockpile, whichever occurs firfhe tax shall be imposed on an
importer when the aggregate material is imported into the county that imposes the tax.

(c) If the aggregate material is transported directly from the extraction site tceevast railway, or another
mode of transportation other than a highway, road or street, the tax imposed by this section shall be apportioned
equally between the county where the aggregate material is extracted and the county to which the aggregate material
is originally transported If that destination is not located in Minnesota, then the county where the aggregate
material was extracted shall receive all of the proceeds of the tax.
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(d) A county, city, or town that receives revenue under this sectiomlshited from imposing any additional
host community fees on aggregate production within that county, city, or town.

(e) A county that borders two other states and that is not contiguous to a county that imposes a tax under this
section may impose thexis under paragraphs (a) and (b) at the rate of ten cents per cubic yard or seven cents per
ton. This paragraph expires December 31, 2014.

EFFECTIVE DATE . This section is effective the day following final enactment.

Sec.17. 2013 DISTRIBUTION ONLY.

For the 2013 distribution, a special fund is established to receive $4,700,000 of the amount that otherwise would
be distributed under Minnesota Statutes, section 298.28, subdivision 6, and this amount must be paid as follows:

(1) $2,000,000 to the cityf ¢libbing for improvements to the city's water supply system;

(2) $1,700,000 to the city of Mountain Iron for the cost of moving utilities required as a result of actions
undertaken by United States Steel Corporation; and

(3) $1,000,000 to the city of Taer for improvements to a marina.

EFFECTIVE DATE . This section is effective for the 2013 distribution, all of which must be made in the
August 2013 payment.

Sec.18 |IRON RANGE RESOURCES AND REHABILITATION COMMISSIONER; BONDS
AUTHORIZED.

Subdivision 1 Issuance; purpose Notwithstanding any provision of Minnesota Statutes, chapter 298, to the
contrary, the commissioner of Iron Range resources and rehabilitation may issue revenue bonds in a principal
amount of $38,000,000 in one or more series, amii$oo refund those bondThe proceeds of the bonds must be
used to make grants to school districts located in the taconite tax relief area defined in Minnesota Statutes, section
273.134, or the taconite assistance area defined in Minnesota Statuies, 2€8.1341, to be used by the school
districts to pay for building projects, such as energy efficiency, technology, infrastructure, health, safety, and
maintenance improvements.

Subd.2. Appropriation. (a) There is annually appropriated from the ritisition of taconite production tax
revenues under Minnesota Statues, section 298.28, prior to the calculation of the amount of the remainder under
Minnesota Statutes, section 298.28, subdivision 11, an amount sufficient to pay when due the prinaibedestd i
on the bonds issued pursuant to subdivisionThe appropriation under this section must not exceed an amount
equal to ten cents per taxable ton.

(b) If in any year the amount available under paragraph (a) is insufficient to pay principalesiagtidtie on the
bonds in that year, an additional amount is appropriated from the Douglas J. Johnson fund to make up the deficiency.

(c) The appropriation under this subdivision terminates upon payment or maturity of the last of the bonds issued
underthis section.

Subd.3. Credit enhancement The bonds issued under this section are "debt obligations" and the
commissioner of Iron Range resources and rehabilitation is a "district” for purposes of Minnesota Statutes, section
126C.55, provided that adwvees made under Minnesota Statutes, section 126C.55, subdivision 2, are not subject to
Minnesota Statutes, section 126C.55, subdivisions 4 to 7.

EFFECTIVE DATE . This section is effective the day following final enactment and applies beginning with the
2014 distribution under Minnesota Statutes, section 298.28.
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ARTICLE 12
PUBLIC FINANCE
Section 1 Minnesota Statutes 2012, section 118A.04, subdivision 3, is amended to read:
Subd.3. State and local securities Funds may be invested in the following:

(1) any security which is a general obligation of any state or local government with taxing powers which is rated
"A" or better by a national bond rating service;

(2) any security which is a revenue obligation of any state or local govermiteaaxingpowerswhich is rated
"AA" or better by a national bond rating serviesd

(3) a general obligation of the Minnesota housing finance agency which is a moral obligation of the state of
Minnesota and is rated "A" or better by a national bond rating agenay

(4) any security which is an obligation of a school district with an original maturity not exceeding 13 months and
(i) rated in the highest category by a national bond rating service or (ii) enrolled in the credit enhancement program
pursuant to seon 126C.55.

Sec.2. Minnesota Statutes 2012, section 118A.05, subdivision 5, is amended to read:

Subd.5. Guaranteed investment contracts Agreements or contracts for guaranteed investment contracts may
be entered into if they are issued or guarestey United States commercial banks, domestic branches of foreign
banks, United States insurance companies, or their Canadian subsidiaries, or the domestic affiliates of any of the
foregoing The credit quality of the issuer's or guarantor's skaorl bngterm unsecured debt must be rated in one
of the two highest categories by a nationally recognized rating agehgseements or contracts for guaranteed
investment contracts with a term of 18 months or less may be entered into regardless of thgpialigdif the
issuer's or guarantor's lotgrm unsecured debt, provided that the credit quality of the issuer'destmtinsecured
debt is rated in the highest category by a nationally recognized rating ag8howld the issuer's or guarantor's
credt quality be downgraded below "A", the government entity must have withdrawal rights.

Sec.3. Minnesota Statutes 2012, section 216C.436, subdivision 7, is amended to read:
Subd.7. Repayment An implementing entity that finances an energy improvernader this section must:
(1) secure payment with a lien against bleaefitedqualifying real property; and

(2) collect repayments as a special assessment as provided for in section 429.101 or bychaded that
special assessments may be madealpiayin up to 20 equal annual installments

If the implementing entity is an authority, the local government that authorized the authority to act as
implementing entity shall impose and collect special assessments necessary to pay debt serviceisauddtys
the implementing entity under subdivision 8, and shall transfer all collections of the assessments upon receipt to the
authority.

Sec.4. Minnesota Statutes 2012, section 373.01, subdivision 3, is amended to read:

Subd.3. Capital notes (a) A county board may, by resolution and without referendum, issue capital notes
subject to the county debt limit to purchase capital equipment useful for county purposes that has an expected useful
life at least equal to the term of the notdhe notes <ill be payable in not more than ten years and shall be issued
on terms and in a manner the board determidetax levy shall be made for payment of the principal and interest
on the notes, in accordance with section 475.61, as in the case of bonds.
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(b) For purposes of this subdivision, "capital equipment" means:
(1) public safety, ambulance, road construction or maintenance, and medical equipment; and
(2) computer hardware and softwawgthout regard to its expected useful lifehether bundled with machinery

or equipment or unbundledogether with application development services and training related to the use of the
computer hardware or software.

Sec.5. Minnesota Statutes 2012, section 373.40, subdivision 1, is amenckatito
Subdivision 1 Definitions. For purposes of this section, the following terms have the meanings given.
(a) "Bonds" means an obligation as defined under section 475.51.

(b) "Capital improvement" means acquisition or betterment of public landsjnys, or other improvements
within the county for the purpose of a county courthouse, administrative building, health or social service facility,
correctional facility, jail, law enforcement center, hospital, morgue, library, park, qualified indoareice, roads
and bridgespublic works facilities, fairground buildings, and records and data storage facdlitiéshe acquisition
of development rights in the form of conservation easements under chapterA84iGiprovement must have an
expected usef life of five years or more to qualify"Capital improvement" does not include a recreation or sports
facility building (such as, but not limited to, a gymnasium, ice arena, racquet sports facility, swimming pool,
exercise room or health spa), unless biuilding is part of an outdoor park facility and is incidental to the primary
purpose of outdoor recreationFor purposes of this section, "capital improvement” includes expenditures for
purposes described in this paragraph that have been incurrecolbmty before approval of a capital improvement
plan, if such expenditures are included in a capital improvement plan approved on or before the date of the public
hearing under subdivision 2 regarding issuance of bonds for such expenditures.

(c) "Metropoltan county" means a county located in the ses@mty metropolitan area as defined in section
473.121 or a county with a population of 90,000 or more.

(d) "Population" means the population established by the most recent of the following (deternaifhdt akate
the resolution authorizing the bonds was adopted):

(1) the federal decennial census,

(2) a special census conducted under contract by the United States Bureau of the Census, or

(3) a population estimate made either by the Metropolitan Aaumrtay the state demographer under section 4A.02.

(e) "Qualified indoor ice arena" means a facility that meets the requirements of section 373.43.

(f) "Tax capacity" means total taxable market value, but does not include captured market value.

Sec.6. Minnesota Statutes 2012, section 373.40, subdivision 2, is amended to read:

Subd.2. Application of election requirement (a) Bonds issued by a county to finance capital improvements
under an approved capital improvement plan are not subject to ttteomleequirements of section 375.18 or

475.58 The bonds must be approved by vote of at leastfiftee of the members of the county boaid the case
of a metropolitan county, the bonds must be approved by vote of at ledlsirdsaf the membexsf the county board.
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(b) Before issuance of bonds qualifying under this section, the county must publish a notice of its intention to
issue the bonds and the date and time of a hearing to obtain public comment on the Thatteotice must be
publishedin the official newspaper of the county or in a newspaper of general circulation in the. cdhatyotice
must be published at least 14, but not more than 28, days before the date of the hearing.

(c) A county may issue the bonds only upon obtainingajyeroval of a majority of the voters voting on the
guestion of issuing the obligations, if a petition requesting a vote on the issuance is signed by voters equal to five
percent of the votes cast in the county in thedasmtygeneral elect|0n and isdidl with the county audltor W|th|n
30 days after the public hearinghe ion to be
presented-at-the-electiottf the county elects not to submlt the questlon to the voters, the Cslnlallllvnot propose
the issuance of bonds under this section for the same purpose and in the same amount for a period of 365 days from
the date of receipt of the petitiorf the question of issuing the bonds is submitted and not approved by the voters,
theprovisions of section 475.58, subdivision 1a, shall apply.

Sec.7. Minnesota Statutes 2012, section 383D.41, is amended by adding a subdivision to read:

Subd.10. Housing improvement areas (a) The Dakota County Community Development Agency has all
powers of a city, in addition to its existing powers as an implementing entity, under sections 428A.11 to 428A.21, in
connection with housing improvement areas in Dakota CouRtyr purposes of the Dakota County Community
Development Agency's exercise bhbse powers the provisions of this subdivision apply.

(b) References in sections 428A.11 to 428A.21 to:

(1) a "mayor" are references to the executive director of the Dakota County Community Development Agency;

(2) a "council" are references to the boafdcommissioners of the Dakota County Community Development
Agency; and

(3) a "city clerk" are references to an official of the Dakota County Community Development Agency
designated from time to time by the executive director of the Dakota County CotyiBerelopment Agency

(c) Notwithstanding section 428A.11, subdivision 3, and 428A.13, subdivision 1, the governing body of the
Dakota County Community Development Agency may adopt a resolution, rather than an ordinance, establishing one
or_more housig improvement areas, and "enabling ordinance" means a resolution so adopted for purposes of
sections 428A.11 to 428A.21.

(d) As long as the governing body of the Dakota County Community Development Agency and the Dakota
County Board of Commissioners casisi of identical membership, the Dakota County Community Development
Agency may pledge the full faith, credit and taxing power of Dakota County to obligations issued by the Dakota
County Community Development Agency under section 428A.16.

(e) Notwithstanthg the provisions of section 428A.21, the establishment by the Dakota County Community
Development Agency of a new housing improvement area after June 30, 2016, requires enactment of a special law
authorizing establishment of the aredny extensions othe deadline for housing improvement districts under
general law beyond that date or repeal of the deadline also applies to housing improvement areas established by the
Dakota County Community Development Agency.

Sec.8. Minnesota Statutes 2012, sectl0.32, is amended to read:
410.32 CITIES MAY ISSUE CAPITAL NOTES FOR CAPITAL EQUIPMENT.

(a) Notwithstanding any contrary provision of other law or charter, a home rule charter city may, by resolution
and without public referendum, issue capital notégest to the city debt limit to purchase capital equipment.
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(b) For purposes of this section, "capital equipment" means:

(1) public safety equipment, ambulance and other medical equipment, road construction and maintenance
equipment, and other capital égpunent; and

(2) computer hardware and softwangthout regard to its expected useful lifehether bundled with machinery
or equipment or unbundledogether with application development services and training related to the use of the
computer hardwarand software.

(c) The equipment or software must have an expected useful life at least as long as the term of the notes.

(d) The notes shall be payable in not more than ten years and be issued on terms and in the manner the city
determines The totalprincipal amount of the capital notes issued in a fiscal year shall not exceed 0.03 percent of
the market value of taxable property in the city for that year.

(e) A tax levy shall be made for the payment of the principal and interest on the notesrda@eavith section
475.61, as in the case of bonds.

() Notes issued under this section shall require an affirmative vote ghtms of the governing body of the city.

(g9) Notwithstanding a contrary provision of other law or charter, a home ruleckdy may also issue capital
notes subject to its debt limit in the manner and subject to the limitations applicable to statutory cities pursuant to
section 412.301.

Sec.9. Minnesota Statutes 2012, section 412.301, is amended to read:

412.301 FINANANG PURCHASE OF CERTAIN EQUIPMENT.

(a) The council may issue certificates of indebtedness or capital notes subject to the city debt limits to purchase
capital equipment.

(b) For purposes of this section, "capital equipment” means:

(1) public safety egpiment, ambulance and other medical equipment, road construction and maintenance
equipment, and other capital equipment; and

(2) computer hardware and softwanéthout regard to its expected useful lifehether bundled with machinery
or equipment or unbulled, together with application development services and training related to the use of the
computer hardware or software.

(c) The equipment or software must have an expected useful life at least as long as the terms of the certificates or notes.

(d) Such certificates or notes shall be payable in not more than ten years and shall be issued on such terms and in
such manner as the council may determine.

(e) If the amount of the certificates or notes to be issued to finance any such purchase excpeds=dt2% the
market value of taxable property in the city, they shall not be issued for at least ten days after publication in the
official newspaper of a council resolution determining to issue them; and if before the end of that time, a petition
askingfor an election on the proposition signed by voters equal to ten percent of the number of voters at the last
regular municipal election is filed with the clerk, such certificates or notes shall not be issued until the proposition of
their issuance has beepproved by a majority of the votes cast on the question at a regular or special election.



38TH DAY] THURSDAY, APRIL 18,2013 3343

() A tax levy shall be made for the payment of the principal and interest on such certificates or notes, in
accordance with section 475.61, as in the case ofshond

Sec.10. [435.39] MUNICIPAL STREET IMPROVEMENT DISTRICTS.

Subdivision 1.Definitions. (a) For the purposes of this section, the following terms have the meanings given them.

(b) "Governing body" means the city council of a municipality.

(c) "Improvements" means construction, reconstruction, and facility upgrades involvinght-of-way
acquisition; paving; curbs and gutters; bridges and culverts and their repair; milling; overlaying; drainage and storm
sewers; excavation; base work; subgradeections; street lighting; traffic signals; signage; sidewalks; pavement
markings; boulevard and easement restoration; impact mitigation; connection and reconnection of utilities; turn
lanes; medians; street and alley returns; retaining walls; felacesadditions; and fixed transit infrastructure, trails,
or pathways "Fixed transit infrastructure" does not include commuter rail rolling stock, light rail vehicles, or transit
way buses; capital costs for pahkdride facilities; feasibility studieqlanning, alternative analyses, environmental
studies, engineering, or construction of transit ways; or operating assistance for transit ways.

(d) "Maintenance"” means striping, seal coating, crack sealing, pavement repair, sidewalk maintenance, signal
maintenance, street light maintenance, and signage.

(e) "Municipal street” means a street, alley, or public way in which the municipality is the road authority with
powers conferred by section 429.021.

(f) "Municipality" means a home rule charter or statutcity.

(g) "Street improvement district” means a geographic area designated by a municipality and located within the
municipality within which street improvements and maintenance may be undertaken and financed according to this
section.

(h) "Unimprovel parcel” means a parcel of land that abuts an:

(1) unimproved municipal street and that is not served by municipal sewer or water utilities; or

(2) improved municipal street and served by municipal sewer or water utilities and that:

(i) is not improvel by construction of an authorized structure; or

(i) contains a structure that has not previously been occupied.

Subd.2. Authorization. A municipality may establish by ordinance municipal street improvement districts and
may defray all or part of thiotal costs of municipal street improvements and maintenance by apportioning street
improvement fees to all of the developed parcels located in the district. A street improvement district must not
include any property already located in another streptamement district.

Subd.3. Uniformity. (a) The total costs of municipal street improvements and maintenance must be
apportioned to all developed parcels or developed tracts of land located in the established street improvement district
on a uniform bais within each classification of real estate. Apportionment must be made on the basis of one of the

following:

(1) estimated market value;
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(2) tax capacity;
(3) front footage;

(4) land or building area; or

(5) some combination of clauses (1) to (4).

(b) Costs must not be apportioned in such a way that the cost borne by any classification of property is more than
twice the cost that would be borne by that classification if costs were apportioned uniformly to all classifications of
property under the athod selected in paragraph (a), clauses (1) to (5).

Subd.4. Adoption of plan. Before establishing a municipal street improvement district or authorizing a street
improvement fee, a municipality must propose and adopt a street improvement plamtifasdee location of the
municipal street improvement district and identifies and estimates the costs of the proposed improvements during
the proposed period of collection of municipal street improvement fees, which must be for a period of at least five
years and at most 20 years. Notice of a public hearing on the proposed plan must be given by mail to all affected
landowners at least 30 days before the hearing and posted for at least 30 days before the hearing. At the public
hearing, the governing bgdmust present the plan and all affected landowners in attendance must have the
opportunity to comment before the governing body considers adoption of the plan.

Subd.5. Use of fees.Revenues from street improvement fees must be placed in a sepacatet @ used
only for projects located within the district and identified in the municipal street improvement plan.

Subd.6. Collection; up to 20 years. (a) An ordinance adopted under this section must provide for billing and
payment of the fee on a mihly, quarterly, or other basis as directed by the governing body. The governing body
may collect municipal street improvement fees within a street improvement district for a maximum of 20 years.

(b) Fees that, as of October 15 of each year, have rechaimpaid for at least 30 days may be certified to the
county auditor for collection as a special assessment payable in the following calendar year against the affected

property.

Subd.7. Improvement fee. A municipality may impose a municipal stregiprovement fee by ordinance. The
ordinance must not be voted on or adopted until after public notice is provided and a public hearing is held in the
same manner as provided in subdivision 4.

Subd.8. Not exclusive means of financing improvementsThe use of the municipal street improvement fee
by a municipality does not restrict the municipality from imposing other measures to pay the costs of local street
improvements or maintenance, except that a municipality must not impose special assessmegstfunded
with street improvement fees.

Subd.9. Unimproved parcels; fees. A municipality may not impose a street improvement fee on any
unimproved parcel located within an established street improvement district until at least three yeatkeaftbeei
date of substantial completion of the paving of the previous unimproved municipal street or the date which a
structure is built and first occupied pursuant to a certificate of occupancy, whichever is later.

Subd.10. Exempt property. A municipdity must not impose a municipal street improvement fee on property
that is exempt from taxation under the provisions of the Minnesota Constitution, article X, section 1.

EFFECTIVE DATE. This section is effective July 1, 2013.
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Sec.11. Minnesota Statuse2012, section 473.39, is amended by adding a subdivision to read:

Subd.1s. Obligations. After July 1, 2013, in addition to other authority in this section, the council may issue
certificates of indebtedness, bonds, or other obligations under thisnsgcan amount not exceeding $35,800,000
for capital expenditures as prescribed in the council's transit capital improvement program and for related costs,
including the costs of issuance and sale of the obligations.

EFFECTIVE DATE. This section is d&ctive the day following final enactment and applies in the counties of
Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, and Washington.

Sec.12. Minnesota Statutes 2012, section 474A.04, subdivision 1a, is amended to read:

Subd.la. Entitlement reservations—-earrHforaard:—deduction-. Any amount returned by an entitlement issuer
before July 15 shall be reallocated through the housing pool. Any amount returned on or after July 15 shall be
reallocated through the unified pool. An amount returned dfeetaist Monday in November shall be reallocated to

the anesota Housmg Fmance Agencﬁny—ameanpeLbendmg—aH#mMapan—a%ﬁemem—ssuepeames

d not provided
of-the-succeeding
! ucceeding
de ' ivision shall be

EFFECTIVE DATE. This section is effective the day following final enactment and applies to any bonding
authority allocated in 2012nd subsequent years.

Sec.13. Minnesota Statutes 2012, section 474A.062, is amended to read:

474A.062 MINNESOTA OFFICE OF HIGHER EDUCATION 120-DAY ISSUANCE EXEMPTION.

The Minnesota Office of Higher Education is exempt from thed&pissuance requirements in this chapter and
may carry forward allocations for student loan boide-ene-successivecalendaryesubject to carryforward

notice requirements of section 4¥431, subdivision 2.

EFFECTIVE DATE. This section is effective the day following final enactment and applies to any bonding
authority allocated in 2012 and subsequent years.

Sec.14. Minnesota Statutes 2012, section 474A.091, subdivision 3a, is airnendad:

Subd.3a. Mortgage bonds. (a) Bonding authority remaining in the unified pool on October 1 is available for
singlefamily housing programs for cities that applied in January and received an allocation under section 474A.061,
subdivision 2a,rn the same calendar year. The Minnesota Housing Finance Agency shall receive an allocation for
mortgage bonds pursuant to this section, minus any amounts for a city or consortium that intends to issue bonds on
its own behalf under paragraph (c).

(b) Theagency may issue bonds on behalf of participating cities. The agency shall request an allocation from
the commissioner for all applicants who choose to have the agency issue bonds on their behalf and the commissioner
shall allocate the requested amounth® agency. Allocations shall be awarded by the commissioner each Monday
commencing on the first Monday in October through the last Monday in November for applications received by 4:30
p.m. on the Monday of the week preceding an allocation.
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For cities wio choose to have the agency issue bonds on their behalf, allocations will be made loan by loan, on a
first-come, firstserved basis among the cities. The agency shall submit an application fee pursuant to section
474A.03, subdivision 4, and an applicatideposit equal to two percent of the requested allocation to the
commissioner when requesting an allocation from the unified pool. After awarding an allocation and receiving a
notice of issuance for mortgage bonds issued on behalf of the participagsgtbié commissioner shall transfer the
application deposit to the Minnesota Housing Finance Agency.

For purposes of paragraphs (a) to (d), "city" means a county or a consortium of local government units that agree
through a joint powers agreement to lgpgether for singldamily housing programs, and has the meaning given
it in section 462C.02, subdivision 6. "Agency" means the Minnesota Housing Finance Agency.

(c) Any city that received an allocation pursuant to section 474A.061, subdivisionragrgpdn (f), in the
current year that wishes to receive an additional allocation from the unified pool and issue bonds on its own behalf
or pursuant to a joint powers agreement shall notify the Minnesota Housing Finance Agency by the third Monday in
Septerber. The total amount of allocation for mortgage bonds for a city choosing to issue bonds on its own behalf
or through a joint powers agreement is limited to the lesser of. (i) the amount requested, or (ii) the product of the
total amount available for ontgage bonds from the unified pool, multiplied by the ratio of the population of each
city that applied in January and received an allocation under section 474A.061, subdivision 2a, in the same calendar
year, as determined by the most recent estimateecdity's population released by the state demographer's office to
the total of the population of all the cities that applied in January and received an allocation under section 474A.061,
subdivision 2a, in the same calendar year. If a city choosingte isonds on its own behalf or through a joint
powers agreement is located within a county that has also chosen to issue bonds on its own behalf or through a joint
powers agreement, the city's population will be deducted from the county's populatioculaticej the amount of
allocations under this paragraph.

The Minnesota Housing Finance Agency shall notify each city choosing to issue bonds on its own behalf or
pursuant to a joint powers agreement of the amount of its allocation by October 15. Uarinileg the amount
of the allocation of each choosing to issue bonds on its own behalf or through a joint powers agreement, the agency
shall forward a list specifying the amounts allotted to each city.

A city that chooses to issue bonds on its own bebalthrough a joint powers agreement may request an
allocation from the commissioner by forwarding an application with an application fee pursuant to section 474A.03,
subdivision 4, and an application deposit equal to two percent of the requested antioeitiotmmissioner no later
than 4:30 p.m. on the Monday of the week preceding an allocation. Allocations to cities that choose to issue bonds
on their own behalf shall be awarded by the commissioner on the first Monday after October 15 through the last
Monday in November. No city may receive an allocation from the commissioner after the last Monday in
November. The commissioner shall allocate the requested amount to the city or cities subject to the limitations
under this subdivision.

If a city issues rmartgage bonds from an allocation received under this paragraph, the issuer must provide for the
recycling of funds into new loans. If the issuer is not able to provide for recycling, the issuer must notify the
commissioner in writing of the reason thatyeling was not possible and the reason the issuer elected not to have
the Minnesota Housing Finance Agency issue the bonds. "Recycling" means the use of money generated from the
repayment and prepayment of loans for further eligible loans or for thenptéide of bonds and the issuance of
current refunding bonds.

(d) No entitlement city or county or city in an entitlement county may apply for or be allocated authority to issue
mortgage bonds or use mortgage credit certificates from the unified pool.
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(e) An allocation awarded to the agency for mortgage bonds under this section may be carried forward by the

agencyme—the—next—sueeeedmg—ealendar—ysabject to notlce requirements under section 474A48d-is

EFFECTIVE DATE. This section is effective the day following final enactment and applies to any bonding
authority allocated in 2012 and subsequent years.

Sec.15. Minnesota Statutes 2012, section 475.521, sigiol 1, is amended to read:
Subdivision 1.Definitions. For purposes of this section, the following terms have the meanings given.
(a) "Bonds" mean an obligation defined under section 475.51.

(b) "Capital improvement" means acquisition or betternoémublic lands, buildings or other improvements for
the purpose of a city hall, town hall, library, public safety facility, and public works facility. An improvement must
have an expected useful life of five years or more to qualify. Capital improveimes not include light rail transit
or any activity related to it, or a park, road, bridge, administrative building other than a city or town hall, or land for
any of those facilities. For purposes of this section, "capital improvement" includes exjpeesifor purposes
described in this paragraph that have been incurred by a municipality before approval of a capital improvement plan,
if such expenditures are included in a capital improvement plan approved on or before the date of the public hearing
under subdivision 2 regarding issuance of bonds for such expenditures.

(c) "Municipality” means a home rule charter or statutory city or a town described in section 368.01, subdivision 1 or 1a.
Sec.16. Minnesota Statutes 2012, section 475.521, subdivZsisnamended to read:

Subd.2. Election requirement. (a) Bonds issued by a municipality to finance capital improvements under an
approved capital improvements plan are not subject to the election requirements of section 475.58. The bonds must
be appoved by an affirmative vote of thrdiths of the members of a fivenember governing body. In the case of
a governing body having more or less than five members, the bonds must be approved by a vote of at least two
thirds of the members of the governingdy.

(b) Before the issuance of bonds qualifying under this section, the municipality must publish a notice of its
intention to issue the bonds and the date and time of the hearing to obtain public comment on the matter. The notice
must be published ithe official newspaper of the municipality or in a newspaper of general circulation in the
municipality. Additionally, the notice may be posted on the official Web site, if any, of the municipality. The
notice must be published at least 14 but not ntwea £8 days before the date of the hearing.

(c) A municipality may issue the bonds only after obtaining the approval of a majority of the voters voting on the
question of issuing the obligations, if a petition requesting a vote on the issuance is gigogerd equal to five
percent of the votes cast in the mun|C|paI|ty in the ﬂHIStlICIQ Igeneral election and is filed with the clerk within
30 days after the public hearinghe b
presented-at-the-electionf the municipality elects not to submlt the questlon to the voters, the mun|C|paI|ty shall
not propose the issuance of bonds under this section for the same purpose and in the same amount for a period of
365 days from the de of receipt of the petition. If the guestion of issuing the bonds is submitted and not approved
by the voters, the provisions of section 475.58, subdivision 1a, shall apply.
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Sec.17. Minnesota Statutes 2012, section 475.58, subdivision 3b, is antended:

Subd.3b. Street reconstruction and bituminous overlays (a) A municipality may, without regard to the
election requirement under subdivision 1, issue and sell obligations for street reconstnubtiominous overlays
if the following condiions are met:

(1) the streets are reconstructadoverlaidunder a street reconstruction overlayplan that describes the street
reconstructioror overlayto be financed, the estimated costs, and any planned reconstasatigrlayof other streets
in the municipality over the next five years, and the plan and issuance of the obligations has been approved by a vote of
all of the members of the governing body present at the meeting following a public hearing for which notice has been
published in thefficial newspaper at least ten days but not more than 28 days prior to the hearing; and

(2) if a petition requesting a vote on the issuance is signed by voters equal to five percent of the votes cast in the
last municipal general election and is filedttwithe municipal clerk within 30 days of the public hearing, the
municipality may issue the bonds only after obtaining the approval of a majority of the voters voting on the question
of the issuance of the obligation.the municipality elects not to bmit the question to the voters, the municipality
shall not propose the issuance of bonds under this section for the same purpose and in the same amount for a period
of 365 days from the date of receipt of the petition. If the guestion of issuing the Bosdbmitted and not
approved by the voters, the provisions of section 475.58, subdivision 1a, shall apply.

(b) Obligations issued under this subdivision are subject to the debt limit of the municipality and are not
excluded from net debt under sect®rb.51, subdivision 4.

(c) For purposes of this subdivision, street reconstrugiah bituminous overlayscludes utility replacement
and relocation and other activities incidental to the street reconstruction, turn lanes and other improvements having a
substantial public safety function, realignments, other modifications to intersect with state and county roads, and the
local share of state and county road projed&r purposes of this subdivision, "street reconstruction” includes
expenditures for sdet reconstruction that have been incurred by a municipality before approval of a street
reconstruction plan, if such expenditures are included in a street reconstruction plan approved on or before the date
of the public hearing under paragraph (a), cldd¥eegarding issuance of bonds for such expenditures.

(d) Except in the case of turn lanes, safety improvements, realignments, intersection modifications, and the local
share of state and county road projects, street reconstractibbituminous overe does not include the portion of
project cost allocable to widening a street or adding curbs and gutters where none previously existed.

Sec.18. Laws 1971, chapter 773, section 1, subdivision 2, as amended by Laws 1974, chapter 351, section 5,
Laws 198, chapter 234, sections 1 and 7, Laws 1978, chapter 788, section 1, Laws 1981, chapter 369, section 1,
Laws 1983, chapter 302, section 1, Laws 1988, chapter 513, section 1, Laws 1992, chapter 511, article 9, section 23,
Laws 1998, chapter 389, articles&ction 27, and Laws 2002, chapter 390, section 23, is amended to read:

Subd.2. For each of the yea2003-t02013t0 2024 the city of StPaul is authorized to issue bonds in the
aggregate principal amount of $20,000,000 for each year.

EFFECTIVE DATE . This section is effective the day after compliance by the governing body of the city of
St. Paul with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

Sec.19. CARRYFORWARD OF BONDING AUTHORITY FOR 2011; NO DEDUCTION FROM
ENTITLEMENT ALLOCATION.

Notwithstanding Minnesota Statutes, section 474A.04, subdivision 1a, bonding authority that was allocated to an
entitlement issuer in 2011 and that was carried forward under federal tax law, but for which the entitlement issuer did
not providea notice of issue to the commissioner of management and budget before 4:30 p.m. on the last business day
of December 2012 must not be deducted from the entitlement allocation for that entitlement issuer in 2013.

EFFECTIVE DATE. This section is effectivéhe day following final enactment and applies retroactively to
rescind any reallocation by the commissioner of management and budget under Minnesota Statues, section 474A.04,
subdivision 1a, of any amounts so deducted.
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ARTICLE 13
MISCELLANEOUS PROVISIONS

Section 1. Minnesota Statutes 2012, section 163.051, is amended to read:
163.05IMETROPOLIFAN- COUNTY WHEELAGE TAX.

Subdivision 1. Tax authorized. (a) Except as provided in paragrafl$) (c), the board of commissioners of

eachmetropolitancounty is athorized to levyby resolutiona wheelage tanf-$5-for-theyear-1972-and-each
subsequent-year-thereafter by resolutibthe rate specified in paragraph @), each motor vehicle that is kept in

such county when not in operation and that is subjeaentwal registration and taxation under chapter 168. The
board may provide by resolution for collection of the wheelage tax by county officials or it may request that the tax
be collected by the state registrar of motor vehicdesl The state registrasf motor vehicles shall collect such tax

on behalf of the county if requested, as provided in subdivision 2.

(b) The wheelage tax under this section is at the rate of:

(1) from January 1, 2014, through December 31, 2017, $10 per year for each coumtyhihiites the tax; and

(2) on and after January 1, 2018, up to $20 per year, in any increment of a whole dollar, as specified by each
county that authorizes the tax.

(c) The following vehicles are exempt from the wheelage tax:

(1) motorcycles, as defed in section 169.011, subdivision 44;

(2) motorized bicycles, as defined in section 169.011, subdivisioanb;
{3)electricassisted-bicycles-as-defined-in-section169-011subdivision27; and
4 (3) motorized foot scooters, as defined in secfi6A.011, subdivision 46.

(d) For any county that authorized the tax prior to the effective date of this section, the wheelage tax continues at
the rate provided under paragraph (b).

Subd.2. Collection by registrar of motor vehicles. The wheelage tax levied by aryetrepselitancounty, if
made collectible by the state registrar of motor vehicles, shall be certified by the county auditor to the registrar not
later than August 1 in the year before the calendar year or years for whitx tiselevied, and the registrar shall
collect such tax with the motor vehicle taxes on the affected vehicles for such year or years. Every owner and every
operator of such a motor vehicle shall furnish to the registrar all information requested bgidtrarre No state
motor vehicle tax on any such motor vehicle for any such year shall be received or deemed paid unless the
appllcable wheelage tax is pa|d therewid A

0 j j issioner

Subd.2a. Tax proceeds deposited; costs of collection; appropriationNotwithstanding the provisions of any
other law, the state registrar of motor vehicles shall deposit the proceeds of the wheelage tax imposed by subdivision 2,
to the credit of the county wheelage fund accountof eachmetrepelitancounty. The amount necessary to pay the
costs of collection of said tax is appropriated from the county wheelagertedaccountof eachmetropeolitan
county to the state registrar of motor vehicles.
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Subd.3. Distribution to metropelitan county; appropriation. On—or-before-April-1-in—1972-and-each
subsequent-year,-the-commissioner-of- management-and-ligemonthly basis, the registrar of motor vehicles

shall issue a warrant in favor of the treasurer oheaetropelitancounty for which the registrar has collected a
wheelage tax in the amount of such tax then on hand in the county wheeldgedaccount There is hereby
appropriated from the county wheelage #iaxd accounteach year, to eacghetropolibncounty entitled to payments
authorized by this section, sufficient moneys to make such payments.

Subd.4. Use of tax. The treasurer of eaghetropsolitancounty receivingneneyspaymentsinder subdivision 3
shall deposit suclmeneyspaymentsn the cainty road and bridge fund. The moneys shall be used for purposes
authorized by law which are highway purposes within the meaning of the Minnesota Constitution, article 14.

Subd.7. Offenses; penalties; application of other laws.(a) Any owner or operator of a motor vehicle who
shall willfully give givesany false information relative to the thereh authorizedby this sectiorto the registrar of
motor vehicles or angretropelitancounty, or whoshal willfully fail-errefusefails or refusego furnish any such
information,shal-beis guilty of a misdemeanor.

(b) Except as otherwisbereinprovided in this sectionthe collection and payment of a wheelage tax and all
matters relating theretshall-beare subject to all provisions of law relating to collection and payment of motor
vehicle taxes so far as applicable.

EFFECTIVE DATE. This section ieffective the day following final enactment and applies to a reqistration
period under Minnesota Statutes, chapter 168, starting on or after January 1, 2014.

Sec.2. Minnesota Statutes 2012, section 237.52, subdivision 3, is amended to read:

Subd.3. Collection. Every provider of services capable of originating a TRS call, including cellular
communications and other nonwire access services, in this stateeghalpt as provided in subdivision 8allect
the charges established by the commissioreusdbdivision 2 and transfer amounts collected to the commissioner
of public safety in the same manner as provided in section 403.11, subdivision 1, paragraph (d). The commissioner
of public safety must deposit the receipts in the fund establisheddivisidn 1.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.3. Minnesota Statutes 2012, section 237.52, is amended by adding a subdivision to read:

Subd.3a. Fee for prepaid wireless telecommunications servicelhe fee established subdivision 2 does not
apply to prepaid wireless telecommunications services as defined in section 403.02, subdivision 17b, which are
instead subject to the prepaid wireless telecommunications access Minnesota fee established in section 403.161,
subdivisbn 1, paragraph (b). Collection, remittance, and deposit of prepaid wireless telecommunications access
Minnesota fees are governed by sections 403.161 and 403.162.

EFFECTIVE DATE. This section is effective January 1, 2014.
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Sec.4. Minnesota Statutes 2D, section 270B.01, subdivision 8, is amended to read:

Subd.8. Minnesota tax laws. For purposes of this chapter only, unless expressly stated otherwise, "Minnesota
tax laws" means:

(1) the taxes, refunds, and fees administered by or paid to the ssiomair under chapters 115B, 289A (except
taxes imposed under sections 298.01, 298.015, and 298.24), 290, 290A, 291, 295, 297Ar@929BH, and 403,
or any similar Indian tribal tax administered by the commissioner pursuant to any tax agreement thet\wtsa
and the Indian tribal government, and includes any laws for the assessment, collection, and enforcement of those
taxes, refunds, and fees; and

(2) section 273.1315.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.5. Minnesoa Statutes 2012, section 270B.12, subdivision 4, is amended to read:

Subd.4. Department of Public Safety. The commissioner may disclose return information to the Department
of Public Safety for the purpose of and to the extent necessary to adnseésieansection270C.725and 403.16 to
403.162

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.6. Minnesota Statutes 2012, section 271.06, is amended by adding a subdivision to read:

Subd.2a. Timely mailing treated as timely filing. (a) If, after the period prescribed by subdivision 2, the original
notice of appeal, proof of service upon the commissioner, and filing fee are delivered by mail in the United States to the
Tax Court administrator or the court administrator of districtrcacting as court administrator of the Tax Court, then
the date of filing is the date of the United States postmark stamped on the envelope or other appropriate wrapper in
which the notice of appeal, proof of service upon the commissioner, and fdiagefenailed.

(b) This subdivision applies only if the postmark date falls within the period prescribed by subdivision 2 and the
original notice of appeal, proof of service upon the commissioner, and filing fee are deposited in the mail in the
United Stags in an envelope or other appropriate wrapper, postage prepaid, properly addressed to the Tax Court
administrator or the court administrator of district court acting as court administrator of the Tax Court.

(c) Only the postmark of the United States BbService qualifies as proof of timely mailing under this
subdivision. Private postage meters do not qualify as proof of timely filing under this subdivision. If the original
notice of appeal, proof of service upon the commissioner, and filing feertrbysUnited States registered mail, the
date of regqistration is the postmark date. If the original notice of appeal, proof of service upon the commissioner,
and filing fee are sent by United States certified mail and the sender's receipt is postmdheeddstal employee
to whom the envelope containing the original notice of appeal, proof of service upon the commissioner, and filing
fee is presented, the date of the United States postmark on the receipt is the postmark date.

(d) A reference in thisestion to mail in the United States must be treated as including a reference to any
designated delivery service and a reference in this section to a postmark by the United States Postal Service must be
treated as including a reference to any date recavdedarked by any designated delivery service in accordance
with section 7502(f) of the Internal Revenue Code.

EFFECTIVE DATE. This section is effective for filings delivered by the United States Postal Service with a
postmark date after August 1, 2013.
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Sec.7. Minnesota Statutes 2012, section 297E.021, subdivision 2, is amended to read:

Subd.2. Determination of revenue increase. By March 15 of each fiscal year, the commissioner of
management and budget, in consultation with the commissioner, steahitee the estimated increase in revenues
received from(1) taxes imposed under this chaptend (2) the taxes imposed under section 295.61 and the
amendments to section 297A.61, subdivision 3, under article 8, section 1, of thigea(3) the estiméed revenues
under the February 2012 state budget forefragh the taxes imposed under this chafterthat fiscal year. For
fiscal years after fiscal year 2015, the commissioner of management and budget shall use the February 2012 state
budget forecasfor fiscal year 2015or the amount of taxes collected under this chaptethe baseline. All
calculations under this subdivision must be made net of estimated refunds of the taxes required to be paid.

EFFECTIVE DATE. This section is effective the déyllowing final enactment.

Sec.8. Minnesota Statutes 2012, section 403.02, is amended by adding a subdivision to read:

Subd.17b. Prepaid wireless telecommunications service."Prepaid wireless telecommunications service"
means a wireless telecommeaiions service that allows the caller to dial 911 to access the 911 system, which
service must be paid for in advance and is:

(1) sold in predetermined units or dollars of which the number declines with use in a known amount; or

(2) provides unlimitedise for a predetermined time period.

The inclusion of nontelecommunications services, including the download of digital products delivered
electronically, content, and ancillary services, with a prepaid wireless telecommunications service does net preclud
that service from being considered a prepaid wireless telecommunications service under this chapter.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.9. Minnesota Statutes 2012, section 403.02, is amended by adding a subdivisidn to rea

Subd.20a. Wireless telecommunications service Wireless telecommunications service means a commercial
mobile radio service, as that term is defined in United States Code, title 47, section 332, subsection (d), including all
broadband personal commoation services, wireless radio telephone services, and geographic area specialized
mobile radio licensees, that offer rdmhe, twoway voice service interconnected with the public switched
telephone network.

EFFECTIVE DATE. This section is effectiv@anuary 1, 2014.

Sec.10. Minnesota Statutes 2012, section 403.02, subdivision 21, is amended to read:

Subd.21. Wireless telecommunlcatlons serV|ce provider. "W|reless telecommunlcatlons serV|ce prov|der
means a prowder ahbmme

telephen&neMeH@and—thaH&demg—busmes&m%estat&eL%nme@Ess telecommunlcatlons sEe.

EFFECTIVE DATE. This section is effective January 1, 2014.
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Sec.11. Minnesota Statutes 2012, section 403.06, subdivision 1a, is amended to read:

Subd.la. Biennial budget; annual financial report. The commissioner shall prepare a biennial budge
maintaining the 911 system. By December 15 of each year, the commissioner shall submit a report to the legislature
detailing the expenditures for maintaining the 911 system, the 911 fees collected, the balance of the &ddiffiend,
91l-related adhinistrative expenses of the commissiqrgrd the most recent forecast of revenues and expenditures for
the 911 emergency telecommunications service account, including a separate projection of E911 fees from prepaid
wireless customers and projections e&kend fund balancesThe commissioner is authorized to expend money that
has been appropriated to pay for the maintenance, enhancements, and expansion of the 911 system.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec.12. Minnesota Statutes 2012, section 403.11, subdivision 1, is amended to read:

Subdivision 1.Emergency telecommunications service fee; accounfa) Each customer of a wireless or wire
line switched or packdiased telecommunications service pdev connected to the public switched telephone
network that furnishes service capable of originating a 911 emergency telephone call is assessed a fee based upon
the number of wired or wireless telephone lines, or their equivalent, to cover the coggsiofjanaintenance and
related improvements for trunking and central office switching equipment for 911 emergency telecommunications
service, to offset administrative and staffing costs of the commissioner related to managing the 911 emergency
telecommunictons service program, to make distributions provided for in section 403.113, and to offset the costs,
including administrative and staffing costs, incurred by the State Patrol Division of the Department of Public Safety
in handling 911 emergency calls neafilom wireless phones.

(b) Money remaining in the 911 emergency telecommunications service account after all other obligations are
paid must not cancel and is carried forward to subsequent years and may be appropriated from time to time to the
commissioer to provide financial assistance to counties for the improvement of local emergency
telecommunications services. The improvements may include providing access to 911 service for
telecommunications service subscribers currently without access and oggeadsting 911 service to include
automatic number identification, local location identification, automatic location identification, and other
improvements specified in revised county 911 plans approved by the commissioner.

(c) The fee may not be lessatheight cents nor more than 65 cents a month until June 30, 2008, not less than eight
cents nor more than 75 cents a month until June 30, 2009, not less than eight cents nor more than 85 cents a month until
June 30, 2010, and not less than eight centsnooe than 95 cents a month on or after July 1, 2010, for each customer
access line or other basic access service, including trunk equivalents as designated by the Public Utilities Commission
for access charge purposes and including wireless telecomnaumscsdrvices. With the approval of the commissioner
of management and budget, the commissioner of public safety shall establish the amount of the fee within the limits
specified and inform the companies and carriers of the amount to be collected. h&/hevetue bonds authorized
under section 403.27, subdivision 1, have been fully paid or defeased, the commissioner shall reduce the fee to reflect
that debt service on the bonds is no longer needed. The commissioner shall provide companies andhgamers a
of 45 days' notice of each fee change. The fee must be the same for all custxreptshat the fee imposed under this
subdivision does not apply to prepaid wireless telecommunications service, which is instead subject to the fee imposed
undersection 403.161, subdivision 1, paragraph (a)

(d) The fee must be collected by each wireless or-Miectelecommunications service provider subject to the fee.
Fees are payable to and must be submitted to the commissioner monthly before the @&Jimafreh following the
month of collection, except that fees may be submitted quarterly if less than $250 a month is due, or annually if less
than $25 a month is due. Receipts must be deposited in the state treasury and credited to a 911 emergency
telecanmunications service account in the special revenue fund. The money in the account may only be used for
911 telecommunications services.



3354 JOURNAL OF THEHOUSE [38TH DAY

(e) This subdivision does not apply to customers of interexchange carriers.

(H The installation and recurring chaggdor integrating wireless 911 calls into enhanced 911 systems are
eligible for payment by the commissioner if the 911 service provider is included in the statewide design plan and the
charges are made pursuant to contract.

(g) Competitive local exchangesarriers holding certificates of authority from the Public Utilities Commission
are eligible to receive payment for recurring 911 services.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.13. Minnesota Statutes 2012, section 403.14msnded by adding a subdivision to read:

Subd.6. Report. (a) Beginning September 1, 2013, and continuing semiannually thereafter, each wireless
telecommunications service provider shall report to the commissioner, based on the mobile telephondatimber,
the total number of prepaid wireless telecommunications subscribers sourced to Minnesota and the total number of
wireless telecommunications subscribers sourced to Minnesota. The report must be filed on the same schedule as
Federal Communications @onission Form 477.

(b) The commissioner shall make a standard form available to all wireless telecommunications service providers
for submitting information required to compile the report required under this subdivision.

(c) The information provided tthe commissioner under this subdivision is considered trade secret information
under section 13.37 and may only be used for purposes of administering this chapter.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.14. [403.16] DEFINITIONS.

Subdivision 1.Scope. For the purposes of sections 403.16 to 403.164, the terms defined in this section have the
meanings given them.

Subd.2. Consumer. "Consumer" means a person who purchases prepaid wireless telecommunications service
in a retailtransaction.

Subd.3. Department. "Department” means the Department of Revenue.

Subd.4. Prepaid wireless E911 fee."Prepaid wireless E911 fee" means the fee that is required to be collected
by a seller from a consumer as established in se4@8rl61, subdivision 1, paragraph (a).

Subd.5. Prepaid wireless telecommunications access Minnesota fe®Prepaid wireless telecommunications
access Minnesota fee" means the fee that is required to be collected by a seller from a consumer asl @stablishe
section 403.161, subdivision 1, paragraph (b).

Subd.6. Provider. "Provider" means a person that provides prepaid wireless telecommunications service under
a license issued by the Federal Communications Commission.

Subd.7. Retail transaction. "Retail transaction"” means the purchase of prepaid wireless telecommunications
service from a seller for any purpose other than resale.

Subd.8. Seller. "Seller" means a person who sells prepaid wireless telecommunications service to another person.

EFFECTIVE DATE. This section is effective January 1, 2014.
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Sec.15. [403.161] PREPAID WIRELESS FEES IMPOSED; COLLECTION; REMITTANCE.

Subdivision 1. Fees imposed.(a) A prepaid wireless E911 fee of 80 cents per retail transaction is imposed on
prepaidwireless telecommunications service until the fee is adjusted as an amount per retail transaction under
subdivision 7.

(b) A prepaid wireless telecommunications access Minnesota fee, in the amount of the monthly charge provided
for in section 237.52, subdsion 2, is imposed on each retail transaction for prepaid wireless telecommunications
service until the fee is adjusted as an amount per retail transaction under subdivision 7.

Subd.2. Exemption. The fees established under subdivision 1 are notseghon a minimal amount of prepaid
wireless telecommunications service that is sold with a prepaid wireless device and is charged a single nonitemized
price, and a seller may not apply the fees to such a transaction. For purposes of this subdivisioralamount
of service means an amount of service denominated as either ten minutes or less or $5 or less.

Subd.3. Fee collected. The prepaid wireless E911 and telecommunications access Minnesota fees must be
collected by the seller from the consunf@r each retail transaction occurring in this state. The amount of each fee
must be combined into one amount, which must be separately stated on an invoice, receipt, or other similar
document that is provided to the consumer by the seller, or othersidesdid to the consumer.

Subd.4. Sales and use tax treatmentFor purposes of this section, a retail transaction conducted in person by
a consumer at a business location of the seller must be treated as occurring in this state if that businessitocation
this state, and any other retail transaction must be treated as occurring in this state if the retail transaction is treated
as occurring in this state for purposes of the sales and use tax as specified in section 297A.669, subdivision 3,

paragraphc).

Subd.5. Remittance. The prepaid wireless E911 and telecommunications access Minnesota fees are the
liability of the consumer and not of the seller or of any provider, except that the seller is liable to remit all fees that
the seller collects fronconsumers as provided in section 403.162, including all fees that the seller is deemed to
collect in which the amount of the fee has not been separately stated on an invoice, receipt, or other similar
document provided to the consumer by the seller.

Subd 6. Exclusion for calculating other charges. The combined amount of the prepaid wireless E911 and
telecommunications access Minnesota fees collected by a seller from a consumer must not be included in the base
for measuring any tax, fee, surcharge, theo charge that is imposed by this state, any political subdivision of this
state, or any intergovernmental agency.

Subd.7. Fee changes.(a) The prepaid wireless E911 and telecommunications access Minnesota fee must be
proportionately increased or méckd upon any change to the fee imposed under section 403.11, subdivision 1,
paragraph (c), after July 1, 2013, or the fee imposed under section 237.52, subdivision 2, as applicable.

(b) The department shall post notice of any fee changes on its Wedt $itest 30 days in advance of the
effective date of the fee changes. It is the responsibility of sellers to monitor the department's Web site for notice of

fee changes.

(c) Fee changes are effective 60 days after the first day of the first calendér aftentthe commissioner of
public safety or the Public Utilities Commission, as applicable, changes the fee.

EFFECTIVE DATE. This section is effective January 1, 2014.
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Sec.16. [403.162] ADMINISTRATION OF PREPAID WIRELESS E911 FEES.

Subdivision 1.Remittance. Prepaid wireless E911 and telecommunications access Minnesota fees collected by
sellers must be remitted to the commissioner of revenue at the times and in the manner provided by chapter 297A
with respect to the general sales and use tax. chhmnissioner of revenue shall establish registration and payment
procedures that substantially coincide with the registration and payment procedures that apply in chapter 297A.

Subd.2. Seller's fee retention. A seller may deduct and retain three patcef prepaid wireless E911 and
telecommunications access Minnesota fees collected by the seller from consumers.

Subd.3. Department of Revenue provisions. The audit, assessment, appeal, collection, refund, penalty,
interest, enforcement, and adminisitra provisions of chapters 270C and 289A that are applicable to the taxes
imposed by chapter 297A apply to any fee imposed under section 403.161.

Subd.4. Procedures for resale transactions. The commissioner of revenue shall establish procedures by
which a seller of prepaid wireless telecommunications service may document that a sale is not a retail transaction.
These procedures must substantially coincide with the procedures for documenting sale for resale transactions as
provided in chapter 297A.

Subd.5. Fees deposited.(a) The commissioner of revenue shall, based on the relative proportion of the prepaid
wireless E911 fee and the prepaid wireless telecommunications access Minnesota fee imposed per retail transaction,
divide the fees collecteth corresponding proportions. Within 30 days of receipt of the collected fees, the
commissioner shall:

(1) deposit the proportion of the collected fees attributable to the prepaid wireless E911 fee in the 911
emergency telecommunications service accautite special revenue fund; and

(2) deposit the proportion of collected fees attributable to the prepaid wireless telecommunications access
Minnesota fee in the telecommunications access fund established in section 237.52, subdivision 1.

(b) The departmnt may deduct and retain an amount, not to exceed two percent of collected fees, to reimburse
its direct costs of administering the collection and remittance of prepaid wireless E911 fees and prepaid wireless
telecommunications access Minnesota fees.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.17. [403.163] LIABILITY PROTECTION FOR SELLERS AND PROVIDERS.

(a) A provider or seller of prepaid wireless telecommunications service is not liable for damages to any person
resulting from olincurred in connection with providing any lawful assistance in good faith to any investigative or law
enforcement officer of the United States, this or any other state, or any political subdivision of this or any other state.

(b) In addition to the protgion from liability provided by paragraph (a), section 403.08, subdivision 11, applies
to sellers and providers.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec.18. [403.164] EXCLUSIVITY OF PREPAID WIRELESS E911 FEE.

The prepaid wireless E911 fee imposed by section 403.161 is the only E911 funding obligation imposed with
respect to prepaid wireless telecommunications service in this state, and no tax, fee, surcharge, or other charge may
be imposed by this state, anglifical subdivision of this state, or any intergovernmental agency, for E911 funding
purposes, upon any provider, seller, or consumer with respect to the sale, purchase, use, or provision of prepaid
wireless telecommunications service.

EFFECTIVE DATE. This section is effective January 1, 2014.
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Sec.19. Laws 2010, First Special Session chapter 1, article 13, section 4, subdivision 1, as amended by Laws 2011,
First Special Session chapter 7, article 6, section 22, is amended to read:

Subdivision 1. Political contribution credit. Notwithstanding the provisions of Minnesota Statutes, section
290.06, subdivision 23, or any other law to the contrary, the political contribution refund does not apply to

contributions made after June 30, 2009, and beforel)2§132017

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec.20. REPORT; RECOMMENDATIONS.

(a) By March 1, 2014, the commissioner of public safety shall submit a report to the chairs and ranking minority
members of th legislative committees with primary jurisdiction over public safety and telecommunications that
assesses the amount of revenue collected from the fees imposed under Minnesota Statutes, section 403.161, and
recommends any adjustment of those fees thatdhemissioner of public safety determines is necessary in order to:

(1) fund legislative appropriations from the 911 emergency telecommunications service account and to maintain
a reasonable fund reserve; and

(2) maintain fairness with respect to the amoof fees paid by customers of prepaid wireless telecommunications
service as compared with customers of other telecommunications services.

(b) A wireless telecommunications service provider shall provide any information requested by the
commissioner opublic safety for the purposes of the report.

EFFECTIVE DATE. This section is effective January 1, 2014.

Sec.21. PURPOSE STATEMENTS; TAX EXPENDITURES.

Subdivision 1. Authority. This section is intended to fulfill the requirement under MinnesSi&wtutes,
section 3.192, that a bill creating, renewing, or continuing a tax expenditure provide a purpose for the tax
expenditure and a standard or goal against which its effectiveness may be measured.

Subd.2. Federal conformity. The provisions of aitle 6 conforming Minnesota individual income tax to
changes in federal law are intended to simplify compliance with and administration of the individual income tax.

Subd.3. Employment of qualified veterans tax credit. The provisions of article &ection 30, providing a tax
credit for the employment of qualified veterans, are intended to give an incentive to employers to hire unemployed
and disabled veterans. The standard against which the effectiveness of the credit is to be measuredientie addit
number of veterans who are hired as a result of the tax credit.

Subd.4. Railroad track maintenance subtraction. The provisions of article 6, sections 10 and 12, allowing
an individual income and corporate franchise tax subtraction for the amtboned under the federal credit for
railroad maintenance expenses, are intended to increase the combined federal and state tax incentives available to
Class Il and Class lll railroads for maintaining and upgrading track in Minnesota. The standard velgiaimst
effectiveness is to be measured is the additional miles of track maintained or upgraded following allowance of the
state tax subtraction in addition to the existing federal tax credit.

Subd.5. Sales tax exemption of coioperated amusement device The provisions of article 8, section 2,
exempting certain sales of cedperated entertainment and amusement devices is intended to reduce tax pyramiding
by eliminating the tax on an input used in providing a taxable service.
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Subd.6. Motor vehicle rental tax exemption for car sharing. The provisions of article 8, section 4,
exempting nonprofit car sharing companies from the extra tax on short term car rentals is intended to provide a
similar tax treatment between motor vehicle ownership and motarleetmaring.

Subd.7. Expansion of the sales tax exemption on durable medical products and prostheticsThe
provisions of article 8, section 8, expanding the definition of items included in repair and replacement parts of
durable medical equipment aptbsthetics and exempting Medicare and medicaid purchases is intended to simplify
sales tax administration in this area and provide relief for sellers who cannot collect the tax under these programs.

Subd.8. Exemption for public safety radio communicatbn systems. The provisions of article 8, section 10,
expanding the existing sales tax exemption for certain types of public safety radio systems in certain counties to all
types of systems in all counties is intended to provide equal tax treatmentdcabljovernments in the state on

these purchases

Subd.9. Sales tax_exemption for established religious orders.The provisions of article 8, section 11,
exempting certain sales between a religious order and an affiliated institute of higher ediscaiended to retain
an existing sales tax exemption that exists betweedoBh's Abbey and Slohn's University after a governing
restructure between the two entities.

Subd.10. Sales tax exemption for nursing homes and boarding care home&.he povisions of article 8,
section 12, exempting certain nursing homes and boarding care homes is intended to clarify that an existing
exemption for these facilities is not affected by a recent property tax case related to defining nonprofit organizations
engayed in charitable activities.

Subd.11. Construction sales tax exemptions.The provisions of article 8, sections 13, 14, and 15, exempting
from sales tax construction materials for various entities, are intended to increase jobs and reduce taxgpigsamidin
reducing the tax on inputs used to provide taxable goods and services.

Subd.12. Sales tax exemption on certain public infrastructure. The provisions of article 10, section 1,
exempting construction materials used in public infrastructure projeted to the destination medical center plan
is intended to reduce city costs for those projects.

EFFECTIVE DATE. This section is effective the day following final enactment.

ARTICLE 14
MARKET VALUE DEFINITIONS

Section 1. Minnesota Statutes 201Ztiem 38.18, is amended to read:
38.18 COUNTY FAIRGROUNDS; IMPROVEMENT AIDED.

Any Eachtown, statutory city, or school district in this statew-er-hereafteat any timehavinga an estimated
market value of all its taxable propergxelusive-of-monepnd-creditspf more than $105,000,000, and having a
county fair located within its corporate limits-hereby-autherized-to-aid-in-defrayintay paypart of the expense
of improving any-suchthe fairground-by-appropriating-and-paying-over the treaster of the county owning the
fairground such-sum-ef-moeneynot exceeding $10,008+each-of thepolitical-subdivisionasthe its governing
bodyef the-town,-statutory-city-orschool-district-many resolutiongdeterminedeterminedo be for the beshterest
of the political subdivision The sums-so-appropriated smounts paid to the county miust used solelyer-the
purpose-of aiding-in-the-improvement tofimprovethe fairground instehthe mannerasthe county boarefthe
county-shaldeterminedeterminedo be for the best interest of the county.
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Sec.2. Minnesota Statutes 2012, section 40A.15, subdivision 2, is amended to read:

Subd.2. Eligible recipients. All counties within the state, municipalities that prepare plans andabffiontrols
instead of a county, and districts are eligible for assistance under the program. Counties and districts may apply for
assistance on behalf of other municipalities. In order to be eligible for financial assistance a county or municipality
must agree to levy at least 0.01209 percertagébleestimatednarket value for agricultural land preservation and
conservation activities or otherwise spend the equivalent amount of local money on those activities, or spend
$15,000 of local money, whichewis less.

Sec.3. Minnesota Statutes 2012, section 69.011, subdivision 1, is amended to read:

Subdivision 1. Definitions. Unless the language or context clearly indicates that a different meaning is
intended, the following words and terms, for thegmses of this chapter and chapters 423, 423A, 424 and 424A,
have the meanings ascribed to them:

(a) "Commissioner" means the commissioner of revenue.

(b) "Municipality” means:

(1) a home rule charter or statutory city;

(2) an organized town;

(3) apark district subject to chapter 398;

(4) the University of Minnesota;

(5) for purposes of the fire state aid program only, an American Indian tribal government entity located within a
federally recognized American Indian reservation;

(6) for purposes fathe police state aid program only, an American Indian tribal government with a tribal police
department which exercises state arrest powers under section 626.90, 626.91, 626.92, or 626.93;

(7) for purposes of the police state aid program only, the Melitan Airports Commission; and

(8) for purposes of the police state aid program only, the Department of Natural Resources and the Department
of Public Safety with respect to peace officers covered under chapter 352B.

(c) "Minnesota Firetown Premium Reqt" means a form prescribed by the commissioner containing space for
reporting by insurers of fire, lightning, sprinkler leakage and extended coverage premiums received upon risks
located or to be performed in this state less return premiums and dividends

(d) "Firetown" means the area serviced by any municipality having a qualified fire department or a qualified
incorporated fire department having a subsidiary volunteer firefighters' relief association.

(e) "Estimatedmarket value" means latest availabktimatedmarket value of all property in a taxing jurisdiction,
whether the property is subject to taxation, or exempt from ad valorem taxation obtained from information which
appears on abstracts filed with the commissioner of revenue or equalibedSigite Board of Equalization.

(H "Minnesota Aid to Police Premium Report" means a form prescribed by the commissioner for reporting by
each fire and casualty insurer of all premiums received upon direct business received by it in this state, or by its
agents for it, in cash or otherwise, during the preceding calendar year, with reference to insurance written for
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insuring against the perils contained in auto insurance coverages as reported in the Minnesota business schedule of
the annual financial statemt which each insurer is required to file with the commissioner in accordance with the
governing laws or rules less return premiums and dividends.

(g) "Peace officer" means any person:

(1) whose primary source of income derived from wages is from dimptoyment by a municipality or county
as a law enforcement officer on a ftithe basis of not less than 30 hours per week;

(2) who has been employed for a minimum of six months prior to December 31 preceding the date of the current
year's certificatiomnder subdivision 2, clause (b);

(3) who is sworn to enforce the general criminal laws of the state and local ordinances;

(4) who is licensed by the Peace Officers Standards and Training Board and is authorized to arrest with a
warrant; and

(5) who isa member of the State Patrol retirement plan or the public employees police and fire fund.

(h) "Full-time equivalent number of peace officers providing contract service” means the integral or fractional
number of peace officers which would be necessanyrdwide the contract service if all peace officers providing
service were employed on a ftilne basis as defined by the employing unit and the municipality receiving the
contract service.

(i) "Retirement benefits other than a service pension" meansdmijyrsement authorized under section
424A.05, subdivision 3, clauses (3) and (4).

() "Municipal clerk, municipal clerkreasurer, or county auditor" means:
(1) for the police state aid program and police relief association financial reports:

(i) the person who was elected or appointed to the specified position or, in the absence of the person, another
person who is designated by the applicable governing body;

(i) in a park district, the secretary of the board of park district commissioners;

(i) i n the case of the University of Minnesota, the official designated by the Board of Regents;

(iv) for the Metropolitan Airports Commission, the person designated by the commission;

(v) for the Department of Natural Resources or the Department of FBadibity, the respective commissioner;

(vi) for a tribal police department which exercises state arrest powers under section 626.90, 626.91, 626.92, or
626.93, the person designated by the applicable American Indian tribal government; and

(2) for the firestate aid program and fire relief association financial reports, the person who was elected or
appointed to the specified position, or, for governmental entities other than counties, if the governing body of the
governmental entity designates the positieperform the function, the chief financial official of the governmental
entity or the chief administrative official of the governmental entity.

(k) "Voluntary statewide lumysum volunteer firefighter retirement plan" means the retirement plan estdblishe
by chapter 353G.
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Sec.4. Minnesota Statutes 2012, section 69.021, subdivision 7, is amended to read:

Subd.7. Apportionment of fire state aid to municipalities and relief associations. (a) The commissioner
shall apportion the fire state aid relatteethe premiums reported on the Minnesota Firetown Premium Reports filed
under this chapter to each municipality and/or firefighters relief association.

(b) The commissioner shall calculate an initial fire state aid allocation amount for each municipdiliey
department under paragraph (c) and a minimum fire state aid allocation amount for each municipality or fire
department under paragraph (d). The municipality or fire department must receive the larger fire state aid amount.

(c) The initial fire ¢ate aid allocation amount is the amount available for apportionment as fire state aid under
subdivision 5, without inclusion of any additional funding amount to support a minimum fire state aid amount under
section 423A.02, subdivision 3, allocated dvaf in proportion to the population as shown in the last official
statewide federal census for each fire town andhatiein proportion to theestimatedmarket value of each fire
town, including (1) theestimatedmarket value of taxexempt property and (2he estimatednarket value of natural
resources lands receiving in lieu payments under sections 477A.11 to 477A.14, but excludsiomkednarket
value of minerals. In the case of incorporated or municipal fire departments furnishing fire prdteotiar cities,
towns, or townships as evidenced by valid fire service contracts filed with the commissioner, the distribution must
be adjusted proportionately to take into consideration the crossover fire protection service. Necessary adjustments
must be made to subsequent apportionments. In the case of municipalities or independent fire departments
qualifying for the aid, the commissioner shall calculate the state aid for the municipality or relief association on the
basis of the population and tletimated market value of the area furnished fire protection service by the fire
department as evidenced by duly executed and valid fire service agreements filed with the commissioner. If one or
more fire departments are furnishing contracted fire seraice dity, town, or township, only the population and
estimatedmarket value of the area served by each fire department may be considered in calculating the state aid and
the fire departments furnishing service shall enter into an agreement apportionimg thenmselves the percent of
the population and thestimatedmarket value of each service area. The agreement must be in writing and must be
filed with the commissioner.

(d) The minimum fire state aid allocation amount is the amount in addition taitia fire state allocation
amount that is derived from any additional funding amount to support a minimum fire state aid amount under
section 423A.02, subdivision 3, and allocated to municipalities with volunteer firefighters relief associations or
coveed by the voluntary statewide lurgom volunteer firefighter retirement plan based on the number of active
volunteer firefighters who are members of the relief association as reported in the annual financial reporting for the
calendar year 1993 to the Qffi of the State Auditor, but not to exceed 30 active volunteer firefighters, so that all
municipalities or fire departments with volunteer firefighters relief associations receive in total at least a minimum
fire state aid amount per 1993 active volunfigefighter to a maximum of 30 firefighters. If a relief association is
established after calendar year 1993 and before calendar year 2000, the number of active volunteer firefighters who
are members of the relief association as reported in the annaatifih reporting for calendar year 1998 to the
Office of the State Auditor, but not to exceed 30 active volunteer firefighters, shall be used in this determination. If
a relief association is established after calendar year 1999, the number of actiteerofiiefighters who are
members of the relief association as reported in the first annual financial reporting submitted to the Office of the
State Auditor, but not to exceed 20 active volunteer firefighters, must be used in this determination.ieif a rel
association is terminated as a result of providing retirement coverage for volunteer firefighters by the voluntary
statewide lumgpsum volunteer firefighter retirement plan under chapter 353G, the number of active volunteer
firefighters of the municip@tly covered by the statewide plan as certified by the executive director of the Public
Employees Retirement Association to the commissioner and the state auditor, but not to exceed 30 active
firefighters, must be used in this determination.

(e) Unless thdirefighters of the applicable fire department are members of the voluntary statewidsdomp
volunteer firefighter retirement plan, the fire state aid must be paid to the treasurer of the municipality where the fire
department is located and the treasuwsf the municipality shall, within 30 days of receipt of the fire state aid,
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transmit the aid to the relief association if the relief association has filed a financial report with the treasurer of the
municipality and has met all other statutory provisigertaining to the aid apportionment. If the firefighters of the
applicable fire department are members of the voluntary statewidedumprolunteer firefighter retirement plan,

the fire state aid must be paid to the executive director of the Publptoifmes Retirement Association and
deposited in the voluntary statewide lugipm volunteer firefighter retirement fund.

(f) The commissioner may make rules to permit the administration of the provisions of this section.
(9) Any adjustments neededdorrect prior misallocations must be made to subsequent apportionments.
Sec.5. Minnesota Statutes 2012, section 69.021, subdivision 8, is amended to read:

Subd.8. Population and estimated market value. (a) In computations relating to fire state agdjuiring the
use of population figures, only official statewide federal census figures are to be used. Increases or decreases in
population disclosed by reason of any special census must not be taken into consideration.

(b) In calculations relating taré state aid requiring the use edtimatednarket value property figures, only the
latest availabl@stimatednarket value property figures may be used.

Sec.6. Minnesota Statutes 2012, section 88.51, subdivision 3, is amended to read:

Subd.3. Determination of estimatedmarket value. In determining the net tax capacity of property within any
taxing district the value of the surface of lands within any auxiliary forest therein, as determined by the county board
under the provisions of section 88.4&ibdivision 3, shall, for all purposes except the levying of taxes on lands
within any such forest, be deemed gstimatednarket value thereof.

Sec.7. Minnesota Statutes 2012, section 103B.245, subdivision 3, is amended to read:

Subd.3. Tax. After adoption of the ordinance under subdivision 2, a local government unit may annually levy a
tax on all taxable property in the district for the purposes for which the tax district is established. The tax may not
exceed 0.02418 percentedtimatednarketvalue on taxable property located in rural towns other than urban towns,
unless allowed by resolution of the town electors. The proceeds of the tax shall be paid into a fund reserved for
these purposes. Any proceeds remaining in the reserve fund ameheéhe tax is terminated or the district is
dissolved shall be transferred and irrevocably pledged to the debt service fund of the local unit to be used solely to
reduce tax levies for bonded indebtedness of taxable property in the district.

Sec.8. Minnesota Statutes 2012, section 103B.251, subdivision 8, is amended to read:

Subd.8. Tax. (@) For the payment of principal and interest on the bonds issued under subdivision 7 and the
payment required under subdivision 6, the county shall irrevocablig@land appropriate the proceeds of a tax
levied on all taxable property located within the territory of the watershed management organization or
subwatershed unit for which the bonds are issued. Each year until the reserve for payment of the b&ogsis suf
to retire the bonds, the county shall levy on all taxable property in the territory of the organization or unit, without
respect to any statutory or other limitation on taxes, an amount of taxes sufficient to pay principal and interest on the
bondsand to restore any deficiencies in reserves required to be maintained for payment of the bonds.

(b) The tax levied on rural towns other than urban towns may not exceed 0.02418 petaraibleEstimated
market value, unless approved by resolution eftttwn electors.
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(c) If at any time the amounts available from the levy on property in the territory of the organization are
insufficient to pay principal and interest on the bonds when due, the county shall make payment from any available
funds in the conty treasury.

(d) The amount of any taxes which are required to be levied outside of the territory of the watershed
management organization or unit or taken from the general funds of the county to pay principal or interest on the
bonds shall be reimbursed the county from taxes levied within the territory of the watershed management
organization or unit.

Sec.9. Minnesota Statutes 2012, section 103B.635, subdivision 2, is amended to read:

Subd.2. Municipal funding of district. (a) The governing body or board of supervisors of each municipality
in the district must provide the funds necessary to meet its proportion of the total cost determined by the board,
provided the total funding from all municipalities in the district foe tosts shall not exceed an amount equal to
.00242 percent of the totdhxable estimated market value within the district, unless thifeairths of the
municipalities in the district pass a resolution concurring to the additional costs.

(b) The funds musbe deposited in the treasury of the district in amounts and at times as the treasurer of the
district requires.

Sec.10. Minnesota Statutes 2012, section 103B.691, subdivision 2, is amended to read:

Subd.2. Municipal funding of district. (a) The goerning body or board of supervisors of each municipality
in the district shall provide the funds necessary to meet its proportion of the total cost to be borne by the
municipalities as finally certified by the board.

(b) The municipality's funds may beigad by any means within the authority of the municipality. The
municipalities may each levy a tax not to exceed .02418 percéakafleestimatedmarket value on the taxable
property located in the district to provide the funds. The levy shall béwaithother limitations provided by law.

(c) The funds must be deposited into the treasury of the district in amounts and at times as the treasurer of the
district requires.

Sec.11. Minnesota Statutes 2012, section 103D.905, subdivision 2, is ameneed:

Subd.2. Organizational expense fund. (a) An organizational expense fund, consisting of an ad valorem tax
levy, shall not exceed 0.01596 percentsasdableestimatedmarket value, or $60,000, whichever is less. The money
in the fund shall be used for organizational expenses and preparation of the watershed management plan for projects.

(b) The managers may borrow from the affected counties up to 75 percent di¢hpatad funds to be collected
from the organizational expense fund levy and the counties affected may make the advancements.

(c) The advancement of anticipated funds shall be apportioned among affected counties in the same ratio as the
net tax capacityf the area of the counties within the watershed district bears to the net tax capacity of the entire
watershed district. If a watershed district is enlarged, an organizational expense fund may be levied against the area
added to the watershed districttie same manner as provided in this subdivision.

(d) Unexpended funds collected for the organizational expense may be transferred to the administrative fund and
used for the purposes of the administrative fund.
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Sec.12. Minnesota Statutes 2012, sectl@3D.905, subdivision 3, is amended to read:

Subd.3. General fund. A general fund, consisting of an ad valorem tax levy, may not exceed 0.048 percent of
taxableestimatedmarket value, or $250,000, whichever is less. The money in the fund shall be used for general
administrative expenses and for the construction or implementation and maintenance of projects of common benefit
to the watershed district. The managers makaran annual levy for the general fund as provided in section
103D.911. In addition to the annual general levy, the managers may annually levy a tax not to exceed 0.00798
percent otaxableestimatednarket value for a period not to exceed 15 consecyégaes to pay the cost attributable
to the basic water management features of projects initiated by petition of a political subdivision within the
watershed district or by petition of at least 50 resident owners whose property is within the watershed distri

Sec.13. Minnesota Statutes 2012, section 103D.905, subdivision 8, is amended to read:

Subd.8. Survey and data acquisition fund. (a) A survey and data acquisition fund is established and used only if
other funds are not available to the waterdfisttict to pay for making necessary surveys and acquiring data.

(b) The survey and data acquisition fund consists of the proceeds of a property tax that can be levied only once
every five years. The levy may not exceed 0.02418 perceéataiileestimded market value.

(c) The balance of the survey and data acquisition fund may not exceed $50,000.

(d) In a subsequent proceeding for a project where a survey has been made, the attributable cost of the survey as
determined by the managers shall be inethds a part of the cost of the work and the sum shall be repaid to the
survey and data acquisition fund.

Sec.14. Minnesota Statutes 2012, section 117.025, subdivision 7, is amended to read:

Subd.7. Structurally substandard. "Structurally substanddf means a building:

(1) that was inspected by the appropriate local government and cited for one or more enforceable housing,
maintenance, or building code violations;

(2) in which the cited building code violations involve one or more of the following:
(i) a roof and roof framing element;

(i) support walls, beams, and headers;

(i) foundation, footings, and subgrade conditions;

(iv) light and ventilation;

(v) fire protection, including egress;

(vi) internal utilities, including electricity, gaand water;

(vii) flooring and flooring elements; or

(viii) walls, insulation, and exterior envelope;
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(3) in which the cited housing, maintenance, or building code violations have not been remedied after two
notices to cure the noncompliance; and

(4) has uncured housing, maintenance, and building code violations, satisfaction of which would cost more than
50 percent of th@ssesserstaxabestimatedmarket value for the building, excluding land value, as determined
under section 273.11 for property ¢sxpayable in the year in which the condemnation is commenced.

A local government is authorized to seek from a judge or magistrate an administrative warrant to gain access to
inspect a specific building in a proposed development or redevelopment areshopang of probable cause that a
specific code violation has occurred and that the violation has not been cured, and that the owner has denied the
local government access to the property. Items of evidence that may support a conclusion of probatvlaycause
include recent fire or police inspections, housing inspection, exterior evidence of deterioration, or other similar
reliable evidence of deterioration in the specific building.

Sec.15. Minnesota Statutes 2012, section 127A.48, subdivision 1, isdachém read:

Subdivision 1. Computation. The Department of Revenue must annually conduct an assessment/sales ratio study
of the taxable property in eacbunty, city, town, andchool district in accordance with the procedures in subdivisions 2
and 3. Based upon the results of this assessment/sales ratio study, the Department of Revenue must determine an
aggregateequalized net tax capacity for the various classes of taxable property itagagtistrict, the aggregate of
which tax-capacity-shall-bis designated as the adjusted net tax capagife adjusted net tax capacity must be reduced
by the captured tax capacity of tax increment districts under section 469.177, subdivision 2, fiscal disparities contribution
tax capacities under sections 2788\ and 473F.08, and the tax capacity of transmission lines required to be subtracted
from the local tax base under section 273.425; and increased by fiscal disparities distribution tax capacities under
sections 276A.06 and 473F.08The adjusted net tax pacities shall be determined using the net tax capacity
percentages in effect for the assessment year following the assessment year of the study. The Department of Revenue
must make whatever estimates are necessary to account for changes in the tdassifitam. The Department of
Revenue may incur the expense necessary to make the determinations. The commissioner of revenue may reimburse
any county or governmental official for requested services performed in ascertaining the adjusted net tax@apacit
before March 15 annually, the Department of Revenue shall file with the chair of the Tax Committee of the house of
representatives and the chair of the Committee on Taxes and Tax laws of the senate a report of adjusted net tax capacities
for schal districts On or before June 15 annually, the Department of Revenue shall file its final report on the adjusted
net tax capacitie®r school districtestablished by the previous year's assessments and the current year's net tax capacity
percentages ith the commissioner of education and each county auditor for sebseldistricts for which the auditor
has the responsibility for determination of local tax rates. A copy of the report so filed shall be mailed to the clerk of
eachschooldistrict invdved and to the county assessor or supervisor of assessments of the county or counties in which
eachschooldistrict is located.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec.16. Minnesota Statutes 2012, section 038, is amended to read:
138.053 COUNTY HISTORICAL SOCIETY; TAX LEVY; CITIES OR TOWNS.

The governing body of any home rule charter or statutory city or town may annually appropriate from its general
fund an amount not to exceed 0.02418 percetatbleestimatednarket value, derived from ad valorem taxes on
property or other revenues, to be paid to the historical society of its respective county to be used for the promotion
of historical work and to aid in defraying the expenses of carrying on tleitédtwork in the county. No city or
town may appropriate any funds for the benefit of any historical society unless the society is affiliated with and
approved by the Minnesota Historical Society.
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Sec.17. Minnesota Statutes 2012, section 144F.01,igisbzh 4, is amended to read:

Subd.4. Property tax levy authority. The district's board may levy a tax on the taxable real and personal
property in the district. The ad valorem tax levy may not exceed 0.048 percenttakdbeestimatedmarket
value of the district or $400,000, whichever is less. The proceeds of the levy must be used as provided in
subdivision 5. The board shall certify the levy at the times as provided under section 275.07. The board shall
provide the county with whatever infoation is necessary to identify the property that is located within the district.
If the boundaries include a part of a parcel, the entire parcel shall be included in the district. The county auditors
must spread, collect, and distribute the proceedkeofax at the same time and in the same manner as provided by
law for all other property taxes.

Sec.18. Minnesota Statutes 2012, section 162.07, subdivision 3, is amended to read:

Subd.3. Computation for rural counties. An amount equal to a levy of 0.01596 percent on each rural county's
total taxableestimatedmarket value for the last preceding calendar year shall be computed and shall be subtracted
from the county's total estimated construction costs. The result tisbi@bbe the money needs of the county. For
the purpose of this section, "rural counties" means all counties having a population of less than 175,000.

Sec.19. Minnesota Statutes 2012, section 162.07, subdivision 4, is amended to read:

Subd.4. Computation for urban counties. An amount equal to a levy of 0.00967 percent on each urban county's
total taxableestimatednarket value for the last preceding calendar year shall be computed and shall be subtracted from
the county's total estimated constrostcosts. The result thereof shall be the money needs of the county. For the
purpose of this section, "urban counties” means all counties having a population of 175,000 or more.

Sec.20. Minnesota Statutes 2012, section 163.04, subdivision 3, is athencead:

Subd.3. Bridges within certain cities. When the council of any statutory city or city of the third or fourth class
may determine that it is necessary to build or improve any bridge or bridges, including approaches thereto, and any
dam or réaining works connected therewith, upon or forming a part of streets or highways either wholly or partly
within its limits, the county board shall appropriate -twadf of the money as may be necessary therefor from the
county road and bridge fund, not egding during any year oftfealf the amount of taxes paid into the county road
and bridge fund during the preceding year, on property within the corporate limits of the city. The appropriation
shall be made upon the petition of the council, which petitia@ll e filed by the council with the county board
prior to the fixing by the board of the annual county tax levy. The county board shall determine the plans and
specifications, shall let all necessary contracts, shall have charge of construction, miitd vgeuest, warrants in
payment thereof shall be issued by the county auditor, from time to time, as the construction work proceeds. Any
unpaid balance may be paid or advanced by the city. On petition of the council, the appropriations of the county
board, during not to exceed three successive years, may be made to apply on the construction of the same items and
to repay any money advanced by the city in the construction thereof. None of the provisions of this section shall be
construed to be mandayoas applied to any city whossstimatedmarket value exceeds $2,100 per capita of its
population.

Sec.21. Minnesota Statutes 2012, section 163.06, subdivision 6, is amended to read:

Subd.6. Expenditure in certain counties. In any county having ndess than 95 nor more than 105 full and
fractional townships, and havirgan estimatednarket value of not less than $12,000,000 nor more than $21,000,000,
exclusive-of-money-and-credithe county board, by resolution, may expend the funds providedbdivision 4 in any
organizebrunerganized-townshipwn or unorganized territoyr portion thereof in such county.
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Sec.22. Minnesota Statutes 2012, section 165.10, subdivision 1, is amended to read:

Subdivision 1. Certain counties may issue and sell.The county board of any county having no outstanding
road and bridge bonds may issue and sell county road bonds in an amount not exceeding 0.12089 percent of the
estimatedmarket value of the taxable property withire tbountyexclusive-of-meney-and-creditor the purpose of
constructing, reconstructing, improving, or maintaining any bridge or bridges on any highway under its jurisdiction,
without submitting the matter to a vote of the electors of the county.

Sec.23. Minnesota Statutes 2012, section 272.03, is amended by adding a subdivision to read:
Subd.14. Estimated market value. "Estimated market value" means the assessor's determination of market

value, including the effects of any orders made under se2#6rl2 or chapter 274, for the parcel. The provisions
of section 273.032 apply for certain uses in determining the total estimated market value for the taxing jurisdiction.

Sec.24. Minnesota Statutes 2012, section 272.03, is amended by adding éssubtiivread:

Subd.15. Taxable market value. "Taxable market value" means estimated market value for the parcel as
reduced by market value exclusions, deferments of value, or other adjustments required by law, that reduce market
value before the apgltion of class rates.

Sec.25. Minnesota Statutes 2012, section 273.032, is amended to read:
273.032 MARKET VALUE DEFINITION.

(a) Unless otherwise providefbr the purpose of determining any property tax levy limitation based on market
valueor any Imit on net debt, the issuance of bonds, certificates of indebtedness, or capital notes based on market
value any qualification to receive state aid based on market value, or any state aid amount based on market value,
the terms "market value,"tdxable estimated market value,” and "market valuation," whether equalized or
unequalized, mean thetal-taxableestimatedmarket value ofaxableproperty within the local unit of government
before anyof the following or similafadjustments for

(1) the marketalue exclusions under:

(i) section 273.11, subdivisions 14a and 14c (vacant platted land);

(i) section 273.11, subdivision 16 (certain improvements to homestead property);

(iii) section 273.11, subdivisions 19 and 20 (certain improvements to bupitogesties);

(iv) section 273.11, subdivision 21 (homestead property damaged by mold);

(v) section 273.11, subdivision 22 (qualifying lead hazardous reduction projects);

(vi) section 273.13, subdivision 34 (homestead of a disabled veteran or ¢amgbjiver);

(vii) section 273.13, subdivision 35 (homestead market value exclusion); or

(2) the deferment of value under:

(i) the Minnesota Agricultural Property Tax Law, section 273.111;
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(i) the Aggregate Resource Preservation Law, section 273.1115;

(iii) the Minnesota Open Space Property Tax Law, section 273.112;

(iv) the rural preserves property tax program, section 273.114; or

(v) the Metropolitan Agricultural Preserves Act, section 473H.10; or

(3) the adjustments to tax capacity for:

(i) tax incrementfinancing under sections 469.174 to 469.1794;

(i) fiscal disparity,disparities under chapter 276A or 473F; or

pder section

(b) Estimated market value under paragraph (a) also includes the market valueexdngot property if the

applicable law specifically provides that the limitation, gqualification, or aid calculation includesxeaxpt
property.

(c) Unless otherwise provided, "market valuetéxableestimatedmarket value," and "market valuation" for
purposes othis-paragrab property tax levy limitations and calculation of state, agfer to thetaxableestimated
market value for the previous assessment @l for purposes of limits on net debt, the issuance of bonds,
certificates of indebtedness, or capital notes reféiné¢ estimated market value as last finally equalized

e-of property
i redit, or
, and after
bdivision 16.

(d) For purposes of a provision of a home rule charter or of any special law that is not codifiestauties and

that imposes a levy limitation based on market value or any limit on debt, the issuance of bonds, certificates of
indebtedness, or capital notes based on market value, the terms "market value," "taxable market value," and "market
valuation,"whether equalized or unequalized, mean "estimated market value" as defined in paragraph (a).

Sec.26. Minnesota Statutes 2012, section 273.11, subdivision 1, is amended to read:

Subdivision 1. Generally. Except as provided in this section or secti@3.27, subdivision 1, all property shall
be valued at its market value. The market value as determined pursuant to this section shall be stated such that any
amount under $100 is rounded up to $100 and any amount exceeding $100 shall be roundedrestifidea In
estimating and determining such value, the assessor shall not adopt a lower or different standard of value because the
same is to serve as a basis of taxation, nor shall the assessor adopt as a criterion of value the price for which such
property would sell at a forced sale, or in the aggregate with all the property in the town or district; but the assessor
shall value each article or description of property by itself, and at such sum or price as the assessor believes the same
to be fairly wath in money. The assessor shall take into account the effect on the market value of property of
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environmental factors in the vicinity of the property. In assessing any tract or lot of real property, the value of the
land, exclusive of structures and irapements, shall be determined, and also the value of all structures and
improvements thereon, and the aggregate value of the property, including all structures and improvements, excluding
the value of crops growing upon cultivated land. In valuing regpgrty upon which there is a mine or quarry, it

shall be valued at such price as such property, including the mine or quarry, would sell for at a fair, voluntary sale, for
cash, if the material being mined or quarried is not subject to taxation unden 298.015 and the mine or quarry is

not exempt from the general property tax under section 298.25. In valuing real property which is vacant, platted
property shall be assessed as providesbipdivision-14subdivisions 14a and 14cAll property, or theuse thereof,

which is taxable under section 272.01, subdivision 2, or 273.19, shall be valued at the market value of such property
and not at the value of a leasehold estate in such property, or at some lesser value than its market value.

Sec.27. Minnesota Statutes 2012, section 273.124, subdivision 3a, is amended to read:

Subd.3a. Manufactured home park cooperative. (a) When a manufactured home park is owned by a
corporation or association organized under chapter 308A or 308B, and each persomnatsoshare or shares in
the corporation or association is entitled to occupy a lot within the park, the corporation or association may claim
homestead treatment for the park. Each lot must be designated by legal description or number, and each lot is
limited to not more than orealf acre of land.

(b) The manufactured home park shall be entitled to homestead treatment if all of the following criteria are met:

(1) the occupant or the cooperative corporation or association is paying the ad valoreny pagperand any
special assessments levied against the land and structure either directly, or indirectly through dues to the corporation
or association; and

(2) the corporation or association organized under chapter 308A or 308B is wholly owned by pavaugps
right to occupy a lot owned by the corporation or association.

(c) A charitable corporation, organized under the laws of Minnesota with no outstanding stock, and granted a
ruling by the Internal Revenue Service for 501(c)(3)dagmpt statusqualifies for homestead treatment with
respect to a manufactured home park if its members hold residential participation warrants entitling them to occupy
a lot in the manufactured home park.

(d) "Homestead treatment" under this subdivision means the i@ées provided for class 4c property classified
under section 273.13, subdivision 25, paragraph (d), clause (5), item (ii). The homestead marketeddlue
exclusionunder sectioR#3-1384273.13, subdivision 3%joes not apply and the property taxesessed against the
park shall not be included in the determination of taxes payable for rent paid under section 290A.03.

EFFECTIVE DATE. This section is effective for taxes payable in 2013 and thereafter.

Sec.28. Minnesota Statutes 2012, section 223, subdivision 13, is amended to read:

Subd.13. Homestead application. (a) A person who meets the homestead requirements under subdivision 1
must file a homestead application with the county assessor to initially obtain homestead classification.

(b) The format and contents of a uniform homestead application shall be prescribed by the commissioner of
revenue. The application must clearly inform the taxpayer that this application must be signed by all owners who
occupy the property or by the qualifgirrelative and returned to the county assessor in order for the property to
receive homestead treatment.
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(c) Every property owner applying for homestead classification must furnish to the county assessor the Social
Security number of each occupant whoisseld as an owner of the property on the deed of record, the name and
address of each owner who does not occupy the property, and the name and Social Security number of each owner's
spouse who occupies the property. The application must be signhed yweshwho occupies the property and by
each owner's spouse who occupies the property, or, in the case of property that qualifies as a homestead under
subdivision 1, paragraph (c), by the qualifying relative.

If a property owner occupies a homestead, ttupgrty owner's spouse may not claim another property as a
homestead unless the property owner and the property owner's spouse file with the assessor an affidavit or other
proof required by the assessor stating that the property qualifies as a homedegalibdivision 1, paragraph (e).

Owners or spouses occupying residences owned by their spouses and previously occupied with the other spouse,
either of whom fail to include the other spouse’'s name and Social Security number on the homestead application o
provide the affidavits or other proof requested, will be deemed to have elected to receive only partial homestead
treatment of their residence. The remainder of the residence will be classified as honhomestead residential. When
an owner or spouse's nanmand Social Security humber appear on homestead applications for two separate
residences and only one application is signed, the owner or spouse will be deemed to have elected to homestead the
residence for which the application was signed.

The Social Seurity numbers, state or federal tax returns or tax return information, including the federal income
tax schedule F required by this section, or affidavits or other proofs of the property owners and spouses submitted
under this or another section to sugparclaim for a property tax homestead classification are private data on
individuals as defined by section 13.02, subdivision 12, but, notwithstanding that section, the private data may be
disclosed to the commissioner of revenue, or, for purposes oégiimg under the Revenue Recapture Act to
recover personal property taxes owing, to the county treasurer.

(d) If residential real estate is occupied and used for purposes of a homestead by a relative of the owner and
qualifies for a homestead under sulision 1, paragraph (c), in order for the property to receive homestead status, a
homestead application must be filed with the assessor. The Social Security number of each relative and spouse of a
relative occupying the property shall be required on thedstead application filed under this subdivision. If a
different relative of the owner subsequently occupies the property, the owner of the property must notify the
assessor within 30 days of the change in occupancy. The Social Security number dfeaarelalative's spouse
occupying the property is private data on individuals as defined by section 13.02, subdivision 12, but may be
disclosed to the commissioner of revenue, or, for the purposes of proceeding under the Revenue Recapture Act to
recover grsonal property taxes owing, to the county treasurer.

(e) The homestead application shall also notify the property owners that the application filed under this section
will not be mailed annually and that if the property is granted homestead statny fasseessment year, that same
property shall remain classified as homestead until the property is sold or transferred to another person, or the
owners, the spouse of the owner, or the relatives no longer use the property as their homestead. Upam the sale
transfer of the homestead property, a certificate of value must be timely filed with the county auditor as provided
under section 272.115. Failure to notify the assessor within 30 days that the property has been sold, transferred, or
that the owner, # spouse of the owner, or the relative is no longer occupying the property as a homestead, shall
result in the penalty provided under this subdivision and the property will lose its current homestead status.

(f) If the homestead application is not returned within 30 days, the county will send a second application to the
present owners of record. The notice of proposed property taxes prepared under section 275.065, subdivision 3,
shall reflect the property'sassification. If a homestead application has not been filed with the county by December 15,
the assessor shall classify the property as nonhomestead for the current assessment year for taxes payable in the
following year, provided that the owner may Imitled to receive the homestead classification by proper application
under section 375.192.
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(g) At the request of the commissioner, each county must give the commissioner a list that includes the name and
Social Security number of each occupant of honagesteroperty who is the property owner, property owner's
spouse, qualifying relative of a property owner, or a spouse of a qualifying relative. The commissioner shall use the
information provided on the lists as appropriate under the law, including fatetieetion of improper claims by
owners, or relatives of owners, under chapter 290A.

(h) If the commissioner finds that a property owner may be claiming a fraudulent homestead, the commissioner
shall notify the appropriate counties. Within 90 days ofrth#fication, the county assessor shall investigate to
determine if the homestead classification was properly claimed. If the property owner does not qualify, the county
assessor shall notify the county auditor who will determine the amount of homésteefits that had been
improperly allowed. For the purpose of this section, "homestead benefits" means the tax reduction resulting from
the classification as a homesteadd the homestead market value exclusioder section 273.13, the taconite
homesteadredit under section 273.135, thesidential-homestead-amagricultural homesteaéreditscredit under
section 273.1384, and the supplemental homestead credit under section 273.1391.

The county auditor shall send a notice to the person who owned ¢otedfproperty at the time the homestead
application related to the improper homestead was filed, demanding reimbursement of the homestead benefits plus a
penalty equal to 100 percent of the homestead benefits. The person notified may appeal thedetamti‘gtion
by serving copies of a petition for review with county officials as provided in section 278.01 and filing proof of
service as provided in section 278.01 with the Minnesota Tax Court within 60 days of the date of the notice from the
county. Rocedurally, the appeal is governed by the provisions in chapter 271 which apply to the appeal of a
property tax assessment or levy, but without requiring any prepayment of the amount in controversy. If the amount
of homestead benefits and penalty is patd within 60 days, and if no appeal has been filed, the county auditor
shall certify the amount of taxes and penalty to the county treasurer. The county treasurer will add interest to the
unpaid homestead benefits and penalty amounts at the rate promidection 279.03 for real property taxes
becoming delinquent in the calendar year during which the amount remains unpaid. Interest may be assessed for the
period beginning 60 days after demand for payment was made.

If the person notified is the curreawner of the property, the treasurer may add the total amount of homestead
benefits, penalty, interest, and costs to the ad valorem taxes otherwise payable on the property by including the
amounts on the property tax statements under section 276.04yisiolbd3. The amounts added under this
paragraph to the ad valorem taxes shall include interest accrued through December 31 of the year preceding the
taxes payable year for which the amounts are first added. These amounts, when added to the psiptstgeak
become subject to all the laws for the enforcement of real or personal property taxes for that year, and for any
subsequent year.

If the person notified is not the current owner of the property, the treasurer may collect the amounts due under
the Revenue Recapture Act in chapter 270A, or use any of the powers granted in sections 277.20 and 277.21 without
exclusion, to enforce payment of the homestead benefits, penalty, interest, and costs, as if those amounts were
delinquent tax obligations dlfie person who owned the property at the time the application related to the improperly
allowed homestead was filed. The treasurer may relieve a prior owner of personal liability for the homestead
benefits, penalty, interest, and costs, and instead exbersg amounts on the tax lists against the property as
provided in this paragraph to the extent that the current owner agrees in writing. On all demands, billings, property
tax statements, and related correspondence, the county must list and statelgdparamounts of homestead
benefits, penalty, interest and costs being demanded, billed or assessed.

(i) Any amount of homestead benefits recovered by the county from the property owner shall be distributed to
the county, city or town, and school distrwhere the property is located in the same proportion that each taxing
district's levy was to the total of the three taxing districts' levy for the current year. Any amount recovered
attributable to taconite homestead credit shall be transmitted ®t.theuis County auditor to be deposited in the
taconite property tax relief account. Any amount recovered that is attributable to supplemental homestead credit is
to be transmitted to the commissioner of revenue for deposit in the general fund aft¢heestsury. The total
amount of penalty collected must be deposited in the county general fund.






